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INTRODUCTION 


The 1998 Annual Report of the Standing Committee on Public Accounts 
documents the Committee’s activities and findings during the first six months of 
1998. During that time period, the Committee examined all or parts of seven 
sections of the 1997 Annual Report of the Provincial Auditor. It also heard a 
presentation on the Provincial Auditor’s June 1998 report to the Legislature, Year 
2000: The Millennium Bug. A copy of the Committee’s hearings schedule appears 
in Appendix A. 


Staff from relevant ministries appeared before the Committee to present responses 
to the report on their audit or other topic under discussion, provide additional 
information, outline subsequent actions, and respond to Members’ questions and 
concerns. Their expertise added to the Members’ understanding and appreciation 
of the issues raised by the Provincial Auditor. 


In an effort to focus attention on the principal issues raised by the topics 
considered by the Committee, the report is organized along thematic lines. Matters 
related to specific programs are followed by those concerning managing 
provincial finances, transfer of delivery and transfer payment accountability. A 
general category is included at the end of the report. A glossary of the acronyms 
used in the report is found in Appendix B. 


The audit observations and committee findings presented in this report are 
overviews. For greater detail, readers are advised to consult the Provincial 
Auditor’s 1997 Annual Report and the relevant Committee Hansard. References 
to a ministry’s initial response are to what appears in the Provincial Auditor’s 
report. 


SPECIFIC PROGRAMS 


Ministry of the Attorney General - Courts Administration 
Program 


The Courts Administration Program (the Program) supports the court system 
which consists of about 250 courthouses in the Provincial Division, the General 
Division and the Ontario Court of Appeal. Most criminal cases are tried in the 
Provincial Division, which also deals with provincial offence charges and certain 
family law matters. The General Division handles more serious criminal cases and 
civil matters, including small claims. Criminal and civil appeals are both heard by 
the Court of Appeal. The Program’s audit was completed in May 1997. 


Principal Issues 


Even though the audit was conducted during a time of significant restructuring in 
the justice system, the Auditor drew attention to a number of continuing concerns. 
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The first was a need for more clearly defined accountability in the relationship 
between the Ministry and the Judiciary (the courts). This would ensure better 
management of Program resources. The disposition of the serious backlog of 
cases in some courts was, for the most part, beyond the control of the Program. 
However, the Program could assist the Judiciary by providing better information 


on the causes of delay. 


Improvements to the quality of information produced by the Program would go 
some way toward achieving a modern, more accessible and effective justice 
system. Performance indicators would measure the Program’s contribution to that 
goal. Better information was also needed for financial planning and decision 
making. The Auditor agreed with an already identified need for improved 
technology. Improving the collection of fines could be accomplished by 
transferring overdue fines to Central Collection Services (CCS) on a more timely 
basis. This was not considered possible though, until Management Board 
Secretariat (MBS) had completed its selection of private collection agencies to 
work as agents for CCS. 


Audit Observations and Committee Findings 


The Heads of Court (the Chief Justices) provided their comments on the justice 
system during the audit. The Chief Justice of the Ontario Court, General Division, 
advised that any review or audit of the administration of justice had to consider its 
uniqueness as a creature of the state. For example, the aims of the system are not 
easily stated or measured; it is not characterized by the pursuit of a single goal; 
fair and just results have to be obtained in each case; and its major participants are 
independent of each other, the cornerstone of fairness. 


This was not to suggest that the administration of justice should not be 
accountable for its use of public resources. The Chief Justice wished to emphasize 
the need for adequate resources to achieve the system’s aims and that its 
effectiveness could not be measured solely against standard business criteria. 


Accountability 


The Ministry and the Judiciary both perform administrative roles that are vital to 
the operation of the justice system. The former oversees matters related to 
infrastructure (e.g. courtroom staff, support services and fine collection). The 
latter has responsibilities related to its adjudication function and operates 
independently of other arms of government. The resulting lack of a clear division 
of authority and responsibilities means decision-making and the delivery of 
services are less efficient than they could be. The Auditor’s report highlighted 
difficulties related to the Program’s budget. In 1996/97, 80% of operating 
expenditures went to the Judiciary and court staff. The budget is the Ministry’s 
responsibility, but it had little control over most of the Program’s expenditures. 


According to the Auditor, the Ministry was of the view that the system should be 
managed as a partnership and that there was a need for a governance framework 





that would define accountabilities and establish performance standards. The Civil 
Justice Review - First Report, published in 1995, concluded that a single authority 
with clear lines of responsibility and accountability was required if the justice 
system was to continue to function effectively. Since then, the Ministry had 
renewed a Memorandum of Understanding with the Provincial Division. It had 
also reached a framework agreement with the Heads of Court for a plan to reform 
service management. 


The Auditor echoed the sentiments of the Civil Justice Review in recommending 
that “the Ministry and the Judiciary should ensure that reform of the management 
of court services clearly establishes accountability and responsibility for achieving 
desired results.”' Ministry staff told the Committee that the Heads of Court and 
the Ministry had set up a joint working group as part of their framework 
agreement. The group was developing the concept of a board of directors 
representing the Judiciary, government, the bar, and the public. It would have 
professional staff reporting through an executive director. The group’s plan also 
called for the creation of system goals and standards, as well as accountability 
measures. : 


The Ministry had been prepared to proceed to the model planning stage, but the 
Heads of Court had reservations. They wondered if it was appropriate for them to 
sit on the board or participate directly in the agency’s management. The 
Committee heard that Chief Justice McMurtry had expressed interest in pursuing 
development of the agency at the opening of court ceremony in January 1998. 
Others had provided their support. The Ministry expected to meet with the Heads 
of Court in the near future to discuss how to resume their work. 


Backlogs 


The Supreme Court of Canada’s 1990 Askov Decision declared the principle of 
the right to a trial within a reasonable amount of time. It defined that time frame 
as six to eight months. The precedent resulted in 50,000 charges being stayed in 
Ontario. 


The Ministry and the Judiciary agreed that the causes of delays included: 
““ynreadiness of the parties; lack of available judges and courtrooms; complex and 
time consuming” case preparation; lengthy trials; and increasing numbers of 
persons appearing without legal representation.” The diverse interests of the 
parties involved in a case were also thought to contribute to delays. Audit staff 
noted that, with a few exceptions, courtroom availability was not a significant 
contributor. 


Serious backlogs continued at the time of the audit. As of December 31, 1996, 
36% of criminal charges in the General Division were over eight months old. 
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Criminal charges pending in the Provincial Division, as of December 31, 1996, 
are shown in the table below. The number under eight months old exceeds those 
eight months old or over at all locations except for Newmarket and Brampton. 
While most of the factors causing the delays were beyond the Ministry’s control, 
the Auditor wrote that it was important to have adequate information on the 


causes of delay at each stage of the case. 
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The Auditor recommended that the Ministry and the Judiciary systematically 
collect and analyze information on the progress of court cases. The resulting 
analysis should be used to develop strategies to reduce backlogs. 


Ministry staff told Committee members that the province was not on the verge of 
another Askov crisis. The system had changed since the early 1990s. For example, 
charges are now screened in advance, new criminal court rules have been 
introduced, and Crowns have become better at managing cases to ensure timely 
‘movement. The majority of cases that exceed eight months were said to be in that 
situation because the defence had waived the deadline and requested an extension. 


Staff agreed that case-specific information on causes and lengths of delays would 
be useful. It would ensure accountability, produce early warning signs of any risks 
that charges might be dropped, and provide a basis for planning strategies to 





eliminate recurring sources of delay. Future information needs would be met by 
the Integrated Justice Technology Project. 


Reference was made to the criminal court backlog blitz announced by the 
Attorney General in November 1996. It invested $2 million in the six busiest 
criminal court locations. (Staff noted that the blitz was designed as an interim 
measure.) As of May 1998, the total inventory of charges in those locations has 
been reduced by 20.3%. Building on the blitz, the Criminal Law Division is 
standardizing Crown practices across the province. The Ministry is working with 
the Judiciary on strategies to increase flexibility in the system, i.e. moving 
resources. 


Another initiative is the creation of the Criminal Justice Review Committee. It is 
made up of judges, defense lawyers and Crown Attorneys, and is looking for 
practical solutions to address the underlying causes of backlogs. 


Use of Mediation 


A continuing interest in backlogs prompted the Committee to send the Ministry a 
written request for information on the use of mediation. In its response, the 
Ministry advised that there was limited information available on any direct link 
between mediation and reductions in case backlogs in the civil justice system. It 
expressed concern about putting undue pressure on mediators and the mediation 
system “to achieve settlements in order to reduce the number of cases ... to the 
detriment of the parties’ interests and user satisfaction.” > Program evaluations 
tended to be focused on party satisfaction with the court system in terms of time 
and cost savings. Several jurisdictions did not have a case backlog. Reference was 
made to mediation programs in Minnesota and Hawaii which were developed in 
part as a response to backlogs. 


Mediation was seen as one.of the key initiatives the Ministry had undertaken to 
modernize and improve the province’s civil justice system. Pilot projects in 
Toronto and Ottawa have been in operation since 1994 and 1997, respectively. Of 
the total cases mediated at the Toronto centre from 1994 to 1997, approximately 
42% achieved full settlements. A 1995 evaluation found that more than 95% of 
participating lawyers said they would become involved in the program again. 
Eighty-nine percent of clients were either somewhat or very positive about their 
mediation experience. At the time of its response, the Ministry was planning an 
evaluation of the Ottawa project within the next few months. 


The Ministry believed that the introduction of mediation will result in 
improvements to the court system. These include reduced costs to parties, earlier 
and faster dispute resolution, and potentially fewer cases proceeding to trial. 





3 Memorandum from Jacqueline Gumienny, Program Development Branch, Courts Administration 
Division, Ministry of the Attorney General, “Responses to Questions from Public Accounts 
Committee,” 25 May 1998. 
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The success of the two existing pilot projects, the findings of the Civil Justice 
Review and other factors led the Attorney General to announce the mandatory 
referral of civil (non-family) cases to mediation in January 1997. Because it was 
decided that the initiative would be most appropriately addressed under a Rule of 
Civil Procedure, a proposed mediation rule was forwarded to the Civil Rules 
Committee’ for its approval. That committee and Cabinet have both since 
approved a mediation rule and Regulation 194 under the Courts of Justice Act has 
been amended? by adding Rule 24.1 — Mandatory Mediation. 


Implementation of the Mandatory Mediation Program is expected to begin in 
January 1999 in Toronto and Ottawa, on a pilot basis and subject to an 
independent evaluation. Expansion throughout the province is expected to occur 
in conjunction with the planned expansion of civil case management, one 
component of the Integrated Justice initiative discussed below. Mediation sessions 
will have to be scheduled within 90 days of the first statement of defence being 
filed. The parties involved will select a mediator from an official list of private 


: 6 
sector mediators. 


Recommendation: 


1. The Ministry should systematically collect and analyze information on 
caseflow to better understand causes and trends. It should also measure the 
impact of initiatives such as the pilot projects on mediation. 


Information Systems 


Case Information 


Two computer systems provide information to the Judiciary and Crown Attorneys. 
Both produce statistics and activity-based information by court location and type 
of charge, but neither can produce information on individual cases. The Provincial 
Division uses the Integrated Court Offences Network (ICON), an on-line 
mainframe system. ICON is outdated and does not produce the needed 
information or reports. The General Division uses the Court Input Statistics 
System. It collects information from individual courts using stand alone computer 
systems but has problems with accuracy and timeliness. 


The Integrated Justice Strategy Project was initiated in 1994. It was formed by the 
Ministry, along with the Ministry of the Solicitor General and Correctional 
Services. This led to the formation of the Integrated Justice Technology Project 


* The Civil Rules Committee may make rules in relation to the practice and procedure of the Court 
of Appeal and the Ontario Court (General Division) in all civil proceedings, including family law 
procedure: It is made up of representatives of the Judiciary, the Bar and the Ministry. 

Ontario, Ministry of the Attorney General, “Regulation to Amend Regulation 194 of the Revised 
Regulations of Ontario, 1990 Made under the Courts of Justice Act,” as of 6 November 1998, 
http://www.attomeygeneral.jus.gov.on.ca/manmed/rule.htm. 

° Memorandum from the Program Development Branch, Court Services Division, Ministry of the 
Attorney General, “Responses to Questions from the Standing Committee on Public Accounts re 
Courts Services Program,” 30 October 1998. 








(IJTP) in 1996. The Program’s requirements were to be dealt with by the IJTP 
over the next five years. At the completion of the audit in May 1997, the 
ministries were in the process of negotiating a contract with the successful vendor 
who would work with them to redefine business processes and develop 
technological solutions. 


Because the IJTP was not expected to produce better information for a number of 
years, the Auditor recommended that, in the interim, the Ministry should work 
with the Judiciary to identify and provide information that would improve case 
flow and management. The Ministry’s initial response referred to the development 
of interim solutions, pending the completion of the IJTP. Ministry staff reported 
that the new system will link courts, lawyers, prosecutors, police, and corrections 
staff. It will reduce paperwork and avoid errors. In terms of the civil court, they 
spoke of comprehensive access to electronic filing which will eliminate the annual 
$9 million the province pays for storing documents. 


The new system will allow for a case management system to keep track of civil, 
family and criminal cases, and improve scheduling. Case management in civil and 
family courts has been given a high priority and will be undertaken in the first 
phase of the IJTP. 


Financial Information 


The information available was sufficient to confirm that expenditures were within 
budget but inadequate for assessing whether activities were cost efficient. The 
Auditor recommended establishing costing benchmarks to assess efficiency and 
that the Program work with the justice system to determine what costing 
information was required and how it should be collected. 


According to the Ministry’s initial response, an information policy would be 
developed to articulate information needs, along with an executive information 
system. Benchmarks had been identified. A framework for calculating the total 
cost of ownership of system resources was being developed. 


Measuring and Reporting on Program Effectiveness 


After reviewing its operations in 1996/97, the Ministry identified one of its core 
business activities as providing fair, timely and accessible courts. Additionally, a 
number of new strategies were developed under three general headings: managing 
resources to focus on serious civil and criminal matters; alternative service 
delivery; and better management. Notwithstanding these initiatives, a 
measurement system had not been developed which compared specific indicators 
with benchmarks. At the time of the audit, there was no formal mechanism to 
obtain input from the Judiciary in the development of performance indicators. 


The Auditor recommended that the Ministry, together with the Judiciary, 
determine which effectiveness attributes were most relevant for its operations. He 
also recommended that program-specific performance indicators and benchmarks 
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be established. While some aspects of the judicial system are difficult to measure, 
Ministry staff reported that corporate performance measures had been developed. 
In 1998/99, a number of measures will focus on the courts. Work had begun on 
program-level measures which will establish more specific performance indicators 
and targets. They were expected to be in place by the beginning of the 1998/99 


fiscal year. 


Since its hearings, the Committee has been told that draft program measures for 
the Courts Services Division were prepared at the beginning of 1998/99. They are 
being revised to focus on key progress indicators in project areas and core 
businesses. The Division will be participating in “broader Ministry efforts to 
update and improve corporate performance measures.”” 


Recommendation: 


2. The Ministry, together with the Judiciary, should improve the performance 
and effectiveness measures which contribute to a modern, more accessible and 
more effective justice system. 


Collection of Fines 


Timeliness of Collection 

The collection of fines owed to the province for violations under provincial 
statutes and the federal Criminal Code is the responsibility of the Program. Most 
fines are for offences under the Highway Traffic Act. As of March 31, 1997, there 
was $316.5 million in outstanding fines. More than 75% of those fines were more 
than a year old. On average, approximately $4 million in fines went into default 
each month. Those convicted can have their driver’s license suspended or be 
denied plates if fines are not paid. Fines are considered to be in default 45 days 
after conviction, at which point they are transferred to Central Collection Services 
(CCS). 


For the two years ending February 1997, no accounts had been transferred to CCS 
due to a reduction of staff at CCS and computer incompatibility. The Ministry 
indicated that fines that became overdue before March 1996 were in the process of 
being transferred. Fines dated after March 1996 would be transferred once the 
MBS had completed its selection of additional private collection agencies (PCAs) 
for CCS to use. 


According to the Auditor, prompt collection would be facilitated if the Ministry 
and CCS clearly established their respective roles and responsibilities for 
monitoring collection in their Memorandum of Understanding. Overdue fines 
would be more promptly transferred if procedures were improved. 


In a memorandum from the Ministry dated May 25, 1998, the Committee was told 
that PCAs were then contracted to collect Ministry fines. They were acquired in 





’ Memorandum from the Program Development Branch, 30 October 1998. 





June 1996 following a competitive request for proposals (RFP) process. That 
contract was to expire in May 1998, after two extensions. All overdue accounts, as 
of September 1997, had been transferred to CCS. ® Since the May memorandum, 
the new RFP has been developed, issued, closed, and awarded. Five PCAs are 
involved. As of October 1998, overdue accounts from later than September 1997 
were in the process of being transferred to CCS and then to the PCAs.” 


Information on Overdue Accounts 


The Ministry tracks account information by case number, rather than by name. 
The Auditor recommended modifying the system so that it could be identified by 
both case number and name. According to the Ministry’s initial response, the 
availability of information to track fines depended on the originating officer. 
Discussions with CCS would be conducted to identify the best format for 
information transfer. 


Enforcement Measures 


The total amount of overdue fines for offences committed under the Highway 
Traffic Act, as of March 31, 1997, was approximately $139.9 million. Audit staff 
examined accounts with driver’s license information and found that 15,800 
individuals had $1,000 or more in overdue fines (116 had more than $10,000) and 
16,000 individuals had unpaid fines for five or more offences. Most had already 
had their driver’s license suspended. It was noted that payment notices warned of 
other enforcement measures, none of which had been used by the Ministry. 


The Auditor recommended that the Ministry work with CCS to determine whether 
more vigorous enforcement measures could be pursued. The Ministry’s initial 
response referred to an ongoing review of overdue fines. The then proposed 
devolution of administrative and some prosecutorial responsibilities to 
municipalities made the issue more crucial. Internal enforcement processes were 
being reviewed. 


Recommendation: 


3. The Ministry should report to the Committee on the effectiveness of its new 
collection system, as and when requested by the Committee. 


Ministry of Education and Training - Ontario Student Assistance 
Program 


The Ontario Student Assistance Program (OSAP) is funded by both the federal 
and provincial governments and provides needs-based assistance to full-time and 
part-time postsecondary students. Its major components are Canada and Ontario 


eee ee 
8 Memorandum from Jacqueline Gumienny, 25 May 1998. 
° Telephone interview with Leslie Nanos, Director, General Business Services Branch, 
Management Board Secretariat, Toronto, 6 October 1998. 


Hg tt ee 


Student Loans (CSL and OSL) programs,” Loan F orgiveness'’ and Interest-Relief 
programs, and Academic Merit-based scholarships and fellowships. The OSAP 


audit was completed in May 1997. 


The province’s investment in grants and subsidized loans was $535 million in 
1997/98. OSAP provides more than $1.7 billion per year in federal and provincial 
loans to more than 200,000 students. More than half of full-time postsecondary 
enrollment receives support through OSAP. 


The May 1998 provincial budget referred to the creation of a new student 
assistance program. It would combine Ontario’s share of the federal government’s 
Millennium Scholarship Fund and the province’s funding on student loans to 
create the Canada-Ontario Millennium Fund. More than $9 billion would be 


; 12 
invested over 10 years. 


Principal Issues 


The Auditor concluded that the Ministry would obtain substantial savings from 
implementing initiatives introduced in other jurisdictions respecting defaulted 
student loans. He also noted that while costs had been reduced, other significant 
savings opportunities and improvements were needed. These included better 
oversight of postsecondary institutions’ delivery of OSAP, better verification of 
student information, and more timely and effective efforts to identify and recover 
over $100 million in overpayments and defaulted loans. 


The Auditor further identified a need to establish performance measures that 
demonstrate the efficiency and effectiveness of the OSAP. He recommended that 
the results of these measures be reported to the Legislature on an annual basis. 


Audit Observations and Committee Findings 
Controls Over Postsecondary Institutions 


Individual institutions have been delegated key responsibilities with respect to the 
administration and delivery of OSAP. The audit noted that the Ministry had not 
established agreements to specify mutual responsibilities or an institution’s 
accountability and reporting requirements. There was no Ministry oversight of the 
quality of work performed by institutions. The extensive information found in 
OSAP’s databases was not being used to help reduce the risk of abuse in the 
system. 


The Auditor recommended establishing agreements with postsecondary 
institutions and the development of a program for auditing those institutions. 





i All CSLs and OSLs are provided by banks directly to students. 

The Loan Forgiveness Program replaced Ontario Study Grants in 1993/94. The Ontario Student 
Opportunity Grant for high-need students will replace the Program in 1998/99. 

Ontario, Ministry of Finance, 1998 Ontario Budget: Budget Speech (Toronto: The Ministry, 
May 1998), p. 14. 
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Regular audits would identify non-adherents or abusers of the program. 
Appropriate disciplinary measures should be established. In its initial response, 
the Ministry said it had initiated the development of agreements with 
postsecondary institutions which were expected to be finalized and signed by 
March 31, 1998. It had also signed performance agreements for OSAP-approved 
private vocational schools. Ministry staff told Committee members that regular 
audits would commence in 1998/99 with the August cycle of audits. 


In later correspondence with the Committee, the Ministry wrote that it had 
“initiated the first round of OSAP assurance audits” for private vocational schools 
(PVSs) in August 1998. At that time, letters were sent to all PVSs requiring them 
to submit audits for the 1997/98 OSAP program year by November 27, 1998. The 
first round of assurance audits for colleges and universities is scheduled for the 
fall of 1999. Those audits will review OSAP administration during the 1998/99 
program year.'? 


Applications Administration 


Applications received by the Ministry are electronically checked for accuracy, 
completeness and eligibility, then assessed for entitlement. Loan Authorization 
Forms are sent out after eligibility is approved and entitlement determined. Forms 
can be taken to any participating financial institution. 


Determining Loan Entitlement Amounts 


The federal government’s needs assessment criteria were revised in 1994. At the 
time of the audit, Ontario was the only province which continued to use criteria 
established in 1984. The audit also found that assets had not been included in loan 
entitlement calculations since the discontinuation of Ontario Study Grants in 
1993/94. Audit staff learned that the Ministry questioned students reporting no 
income for themselves or spouses but did not follow the same procedure with 
those reporting very low incomes. 


To ensure loan entitlements were properly determined, an update of needs 
assessment criteria was recommended by the Auditor, as were consideration of 
student and spousal assets, and explanations of income below a specified level. 
During their appearance before the Committee, staff reported that the Ministry 
began using the federal needs assessment criteria in 1997/98. Explanations are 
now required from applicants reporting zero personal and spousal income. A new 
threshold will be introduced in 1998/99. 


Child Care Support 
Students with children can apply for additional assistance to cover child care 
expenses. Prior to 1996/97, support was provided in the form of bursaries, which 


te aoe) ih ain Paes 
13 \femorandum from Helmut Zisser, Director, Student Support Branch, Postsecondary Division, 
Ministry of Education and Training, “Responses to questions from Standing Committee on Public 
Accounts re: Ontario Student Assistance Program,” 21 October 1998. 
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“have since been replaced by loans. The audit concluded that procedures to 
establish eligibility for child care support were inadequate. The change from 
bursaries to loans had meant that child care receipts for the first two children were 
no longer required while documentation supporting their custody was now 


mandatory. 


The Auditor recommended revised procedures and system controls, as well as the 
establishment of reporting and monitoring procedures for bursary funds. In its 
initial response, the Ministry said it would explore the feasibility of verifying 
expenses with Revenue Canada in 1997/98. According to Ministry staff, 
institutions have been issued guidelines requiring child care support receipts. An 
audit strategy is in place and spot audits would be conducted at a number of 


postsecondary institutions. 


Verification of Incomes with Revenue Canada Information 


The incomes reported by students can be verified against income tax data through 
information-sharing arrangements the Ministry has with Revenue Canada. Despite 
these arrangements, the Auditor had several concerns with the income verification 
process including its timeliness and effectiveness. He recommended revising 
needs assessment criteria and applications, investigating discrepancies in reported 
income and more timely income verification. 


In its initial response, the Ministry said it must now negotiate and develop 
assessment criteria with Human Resources Development Canada (HRDC). HRDC 
had been asked to implement the Auditor’s recommendations for 1998/99. 
Potential methodologies were being analyzed in the interim. Funding would be 
denied to students with large income discrepancies in 1997/98. Regulations 
related to fraudulently obtained funding would be amended. Members were told 
that income verification against income tax information for parents and spouses 
had been introduced over the past year and a half. 


Since its meeting with Ministry staff, the Committee has learned that changes to 
the provincial Financial Administration Act enacted earlier in 1998, along with 
enhanced administrative activities, had “obviated the need for regulatory change.” 
Amendments to the Act “have provided the ministry with clearer legislative 
authority to collect, use and disclose personal information in order to pursue 
collections of defaulted student loans.”!* 


Additional Verification Measures 


Following on his concerns about the existing verification process, the Auditor 
wrote that there were other electronic sources that could be used for verification 
purposes. These include school enrollment records, motor vehicle registrations, 
and birth, death and marriage records. 
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The Auditor recommended investigating the costs and benefits of linkages with 
other databases. According to its initial response, the Ministry had signed a data 
exchange agreement with the Ministry of Community and Social Services in 1997 
and would review the feasibility of other linkages in 1997/98. 


In a memorandum sent to the Ministry after its hearings, the Committee asked 
what was done to ensure information on loan recipients/defaulters was kept up to 
date. The Committee also wished to know whether or not checks were performed 
on those individuals with whom OSAP had lost contact and what was done to 
follow-up on people who had left Ontario. 


According to the Ministry, OSAP applicants are required to submit an annual 
application for each year they apply for assistance. They also sign a declaration 
stipulating that they must inform their financial aid office of changes to their 
academic, family or financial situations. Postsecondary institutions connected to 
the on-line OSAP information system are required to update recipients’ addresses. 
(Applicants will be required to report their drivers’ license numbers in 1998/99.) 
Information on loan defaults is sent to Central Collection Services (CCS) in 
Management Board Secretariat on a weekly basis and put into its database. 
Information gathered by CCS through its collection activities is also entered in the 
database. CCS conducts skip tracing on an ongoing basis for all individuals, even 
those who have left the province. 


The Ministry was also asked if any jurisdiction enforced a penalty for providing 
false information on a student assistance application form. It prepared a table 
summarizing the situation in each of the provinces (except for Newfoundland), as 
of April 1998. The contents of that table are attached in Appendix C. 


Financial Management 


The audit concluded that internal controls over payments were less than 
satisfactory and that there were many opportunities for improving processing 
efficiency and reducing costs. 


Agreements and Procedures with Financial Institutions 


Delays in payments to financial institutions had resulted from a steadily growing 
backlog of documents rejected by the Ministry’s automated processing systems 
for reasons of error. For this reason and others, the Auditor believed new 
procedures were needed. He recognized the efforts the Ministry was making 
toward more automated information exchanges and transactions with financial 
institutions, but felt there were advantages to be gained from formal agreements 
between the Ministry and its private sector partners. 


The Auditor recommended that backlogs be reduced and that formal agreements 
be negotiated with financial institutions. He also believed that the benefits arising 
from the proposed Electronic Data Interchange (EDI) arrangements with financial 
snstitutions should be tracked. The Ministry’s initial response stated that it had 
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established backlog elimination plans with major lenders. It would also enter into 
formal agreements with lenders as part of negotiations and anticipated agreements 
for an Income Contingent Loan Repayment Plan (ICLRP). 


On February 20, 1998, the Minister issued a request for proposals (RFP) to those 
lenders who issue Ontario Student Loans. Financial institutions were invited to 
submit proposals for taking on responsibility for collecting student loan defaults. 
(A list of income contingent repayment options was suggested.) Responses were 
due by March 25, 1998. A few days after the RFP was due, it was reported that 
three of the major banks would not participate in the program. According to an 
aide to the Minister, all of the lenders spoken to wished to continue to work with 
the government on repayment options, but none chose to bid on the RFP. !° 


The Ministry has since informed the Committee that it “will seek to incorporate 
income contingent loan repayment provisions” in the new student assistance 
program referred to in the May 1998 provincial budget.'° 


Payment System Weaknesses 

Tests performed by audit staff indicated that many controls over payments were 
working as intended. Despite these findings, the Auditor observed weaknesses in 
the system related to the use of two databases to administer OSAP, understated 
default payments, and overstated and overpaid loan forgiveness payments. 


The Auditor recommended that the Ministry determine and correct the differences 
in information on the databases. He felt that options for better integration of their 
information should be examined. The receipt of complete information on actual 
amounts of Canada Student Loans (CSLs) should be ensured. The Ministry should 
also ensure forgiveness payment processing complies with legislation. Actual 
amounts of CSLs issued in the previous three years would enable the Ministry to 
determine and recover loan forgiveness overpayments. 


In its initial response, the Ministry said the planned integration of the databases 
was expected to be completed by the end of 1998. It would work with lenders in 
revising their computer systems. Loan forgiveness payments would be made in 
compliance with OSL regulations effective in 1997/98. The Ministry would work 
with the federal government and lenders on the actual value of CSLs. 


Defaulted Student Loans 

The total cost of defaulted student loans grew from $15.5 million in 1993/94 to 
$62.6 million in 1996/97. The Auditor attributed the increase to recent growth in 
the loans portfolio due to the elimination of Ontario Study Grants, higher demand 
and larger loans. 


'S “Banks reject bid to revamp program,” Sault Star, 31 March 1998. The three banks named were 
the CIBC, the Royal Bank and the Bank of Nova Scotia. 
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Collection efforts were also examined by the audit. As of October 31, 1996, 
45,000 claims worth $99 million were uncollected. More than half were with 
Central Collection Services (CCS). A further $30 million had been returned from 
CCS to the Ministry with no collection activity. The remaining $14 million was 
with the Ministry and unprocessed. The Auditor reported that Cabinet had 
approved the use of private collection agencies (PCAs) to collect debt owed to the 
province in November 1996. PCAs were not expected to be chosen until the end 
of March 1997. The situation was further aggravated by the fact that CCS had 
experienced a 50% reduction in its staff and had not accepted any new loans for 
collection since May 1996. 


Ministry staff reported that the average default rate'’ of OSL recipients was 18.6% 
in 1996 and 23.5% in 1997. Approximately $90 million was expected to be spent 
on student loan defaults in 1997/98. (The 1997 default rate by institution type was 


Bi oeiees - 13.9%, community colleges - 27.5% and private vocational schools - 
38.5%. °) 


The Auditor recommended that the Ministry ensure the prompt processing of 
defaulted claims and ensure the expeditious transfer of delinquent accounts to 
PCAs. Options for reducing default rates used in other jurisdictions should also be 
examined. 


The week before Ministry staff appeared before the Committee, the Minister 
announced changes to OSAP. For the benefit of the Members, Ministry staff 
outlined those changes related to defaulted loans. 


Subject to the passage of amendments to the 
federal Financial Administration Act and 
Income Tax Act, Ontario will have the option of 
withholding income tax refunds from those who 
have defaulted on student loans and applying the 
proceeds to the amount owing. 


More than 9,000 accounts totaling $19.4 million had been identified for 
forwarding to Revenue Canada for offsets in 1998. New applicants for assistance 
will not be eligible if they have a history of serious credit abuse. 


Those institutions whose 1997 default rates exceed 38.5% (15% above the 
provincial average) will be required to share the costs of defaults on loans issued 


ign e open tie sce SES SE 
\7 This is defined by the Ministry as the number of loans in default as a percentage of the number 
from Helmut Zisser, Director, Student Support Branch, 
Ministry of Education and Training, “Further Questions from 
Ontario Student Assistance Program,” 9 April 1998. 
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in 1998/99 to students entering programs with default rates exceeding 38.5%. The 
38.5% threshold will be reduced by 10% in 1999/2000. Institutions will be 
required to make available information about graduation, placement and default 


rates beginning September 1998. 


Parents will be expected to contribute more to the cost of their children’s 
education before a student becomes eligible for loan assistance. Parents’ incomes 
will be taken into account for all single students who have been out of secondary 
school for five years or less. (The threshold had previously been four years or 
less.) These steps and the previously mentioned RFP were expected to help the 
Ministry to meet its business plan target of a 10% default rate by 2003. 


Ministry staff were questioned about the outstanding amounts to be collected 
referred to in the Auditor’s report. They pointed out that the situation depicted in 
the report was a snapshot at one point in time and that all delinquent OSAP 
accounts had been transferred to CCS. Ministry staff were unable to provide much 
in the way of detail about administrative and organizational changes (e.g. the 
status of privatization) at CCS since the audit. However, they were able to report 
that as of February 17, 1998, CCS was working on 45,360 delinquent OSAP 
accounts worth a total of $158.2 million. 


Although not in attendance at the Committee’s hearings, CCS did provide a 
response for inclusion in the Auditor’s report. It acknowledged that major changes 
were taking place in the organization as it was moving to a new business model 
(collector to manager). An interim plan to collect defaulted student loans had been 
formulated with the Ministry of Finance. It had also entered into a contract with 
four PCAs (Overdue Account Pilot Proj ect) in 1996. 


After its hearings, the Committee sent the Ministry a written request for further 
information. When asked why PVSs had a higher default rate than either 
universities or colleges, the Ministry said that the province had not conducted 
research nor was it aware of any empirical studies that would explain PVSs’ 
higher rates. It went on to state that Statistics Canada’s 1997 National Graduate 
Survey indicated that PVS graduates were less likely to be employed and had 
lower average incomes than university or college graduates. 


Recommendations: 


4. If the introduction of an ICLRP is not feasible in the near future, the 
Ministry should examine the best practices employed in other jurisdictions to 
reduce the risk and cost of defaulted student loans. 


5. The Ministry should work with postsecondary institutions to minimize 
defaults and the abuse of funds received. 





*° Memorandum from Helmut Zisser, 9 April 1998. 
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6. Postsecondary institutions should be required to provide mandatory formal 


entrance counseling to OSAP recipients so that they understand their debt 
obligations. 


7. The Committee believes that acting upon the Provincial Auditor’s 
recommendations dealing with electronic information systems (e.g. databases) 
could do much to alleviate concerns about the administration of OSAP. It asks 
that the Ministry report within a year of the release of this report on the 
progress it has made in responding to those recommendations. 


8. The Ministry should determine the practices in PVSs that lead to higher 
student default rates and take action to correct them. It is asked to report to the 
Committee on its progress, as and when requested by the Committee. 


Performance Reporting 


In the Auditor’s opinion, information published by the Ministry (e.g. the 
Estimates Briefing Book) does not permit assessment of the efficiency or 
effectiveness of OSAP or the achievement of its business plan. He felt that there 
were many indicators that can and should be reported that better demonstrate how 
financial aid programs interrelate with other postsecondary policies (e.g. levels of 
student financial assistance versus tuition fees and default rates on loans). Other 
jurisdictions were said to report some of this type of information on an annual 
basis. 


In order to improve accountability, the Auditor recommended that performance 
measures be developed and regularly reported. Interrelationships with other 
government policies should be reported and comparisons made with the support 
levels provided by other jurisdictions. The Ministry’s initial response was that it 
was developing performance measures to evaluate OSAP in 1997/98 and would 
report on them in Ministry business plans. 


Ministry of Transportation - Commercial Vehicle Safety and 
Regulation 


Coordination of all provincial road safety activities is the responsibility of the 
Ministry of Transportation’s Safety and Regulation Division. The Division 
oversees the intercity bus and truck industries, administers the licensing of for- 
hire transport, and enforces legislation dealing with driver and vehicle safety, 
vehicle weight and size, and the movement of goods. Legislation applies to all 
commercial vehicles, both foreign and domestic, which use Ontario roads. The 
audit of commercial vehicle safety and regulation was completed in March 


1997.7) 


Se een . 
21 Included in the Ministry’s presentation to the Committee were the following numbers for the 


province of Ontario: 170,000 trucks; 30,000 buses; and 480,000 licensed commercial vehicle 
drivers. 
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Principal Issues 

The Ministry had recently introduced legislative changes and several projects that 
addressed safety concerns. However, the Auditor reported that further action was 
necessary to enhance road safety, manage resources more efficiently, and establish 
better procedures for measuring and reporting on the effectiveness of new 


initiatives. 


Attention focused on a series of actions the Ministry could take to respond to the 
above concerns. These included: improving its reporting process; setting 
minimum targets for the number of inspections to be performed; strengthening the 
enforcement process; ensuring the accuracy of recorded information; assessing the 
appropriateness of current lines of accountability; developing guidelines for 
inspection station staffing and scheduling; and strengthening control procedures 
over safety certificates. 


In its overall response, the Ministry said that its 1997/98 business plan 
acknowledged the importance of commercial vehicle safety and identified this 
area as one of its key priorities. After enumerating initiatives introduced by the 
government over the past two years, the Ministry spoke of additional pressures on 
the Minister and the trucking industry to accelerate their safety improvement 
efforts. These had led to the creation of the joint Target 97 Task Force on Truck 
Safety in the fall of 1996. It reported in March 1997. At the time of its response, 
the Ministry was developing an implementation plan for Target ’97’s initiatives. 


The Ministry also said that notwithstanding improvements introduced over the 
previous two years, statistics indicated a continuing truck safety problem which 
required additional action. One of those additional actions was Bill 138, the 
Comprehensive Road Safety Bill, which received third reading and Royal Assent 
on July 3, 1997. 


In the fall of 1998, the Committee requested an update of the list of initiatives the 
Ministry included in its overall response to the Auditor’s report. The update, along 
with results to October 1998, is attached in Appendix D. 


Audit Observations and Committee Findings 


Safety Planning and Reporting 


Planning and Policy Initiatives 

Ministry policies and procedures are based on provincial legislative and national 
minimum safety standard requirements. Changes have been made to the 
legislation governing commercial carriers and, at the time of the audit, the 
Ministry was working on new policy and procedural initiatives. Many of those 
initiatives were the result of recommendations from a 1994 inquest into deaths 
resulting from the detached wheels of commercial vehicles. 
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In April 1994, the Ministry announced the Road Safety Agenda. In October 1995, 
the Road Safety Plan provided details and timeframes for the implementation of 
initiatives. Target 97 made more recommendations in its 1997 report. Other 


initiatives underway at the time of the audit were a Vehicle Weight Review 
project and Enforcement ’97. 


The Auditor was concerned that many of these initiatives had neither 
implementation dates nor estimates of the resources needed for completion. He 
also mentioned the lack of priorities and the fact that no overall status report had 
been prepared to detail the progress made on each of the initiatives. He believed 
priority rankings and cost estimates had to be developed to focus limited resources 
on high priority initiatives. The Auditor also recommended that target dates be set 
and that each initiative’s status be assessed. This would encourage timely 
completion. 


According to Ministry staff, road user safety teams had been established to 
monitor and report on all priority projects. Each team had dedicated resources. 
Several new safety initiatives had been successfully implemented, including a 
commercial vehicle impoundment program and an enhanced Commercial Vehicle 
Operator’s Registration (CVOR) system. The new approach had allowed for 
delivery on a commitment to implementing a carrier safety rating system in 1999. 


Effectiveness Measurement and Reporting 


At the time of the audit, only limited measures were in place to assess the overall 
effectiveness of commercial vehicle safety activities. According to the Auditor, 
the Ontario Road Safety Annual Report, which the Ministry is required to produce 
and table, does not contain detailed enough information to allow proper 
assessments of commercial vehicle safety and is not produced on a timely basis. 


In 1995, the Ministry began to evaluate its statistical information on commercial 
vehicles. The need for an annual report devoted to these vehicles was identified, 
as were the needs of users of this type of information. An annual evaluation of 
commercial vehicle safety was to be introduced in December 1997. 


(When asked later if the annual evaluation was introduced in December 1997, the 
Ministry referred to a fact sheet entitled Ontario Road Safety Facts 1 996 — Large 
Trucks in Crashes. This publication and other fact sheets were intended to provide 
more detail than the Ontario Road Safety Annual Report.) 


A divisional report designed to measure effectiveness had been produced ona 
periodic basis. The most recent was dated September 1995. The Auditor noted 
that the indicators found in the report did not specifically address commercial 
vehicle safety. A consultant reviewed the divisional report in May 1996 and 
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recommended measuring and reporting results specifically related to commercial 
vehicles. 


The Auditor recommended the provision of better information for assessing the 
effectiveness of safety efforts and more timely reporting on safety evaluation. The 
Committee was told that the Ministry had developed performance measures for 
each of its core businesses. Commercial vehicle safety effectiveness is measured 
by the out-of-service rate during Roadcheck, the annual North American road 
safety blitz in June. A table given to the Committee after its hearings indicated 
rates for 1995, 1996, 1997, and 1998, were 43.3%, 39.1%, 32.9%, and 28.8%, 


respectively.”° 


Enforcement staff have identified the tools needed to monitor the effectiveness of 
safety efforts. Performance indicators include the number of safety inspections 
and the number of audits for each enforcement district. Staff have been given 
priority areas to help them concentrate their efforts. The Ministry has also — 
established a formal program effectiveness and efficiency mandate for the Carrier 
Safety Enforcement Branch. 


Safety Education and Awareness 


Recent Ministry statistics showed driver error to be the cause of most accidents 
and that vehicle defects were not apparent in over 90% of reported accidents. A 
number of informal mechanisms were in place to educate commercial carriers 
about vehicle safety rules and regulations. The Ministry also utilized space in 
trade publications. 


The Auditor reported that the Ministry had initiated measures to enhance road 
safety through education and training, and intended to review the operation of 
truck driving schools, assess training requirements, and consider graduated 
licensing for truck drivers. Until 1992/93, all Commercial Vehicle Operator’s 
Registration (CVOR) certificate holders were issued a periodic publication that 
looked at relevant legislation, initiatives and other issues. It was discontinued as a 
cost-saving measure, but the Auditor recommended that, taking into account the 
number of changes taking place or being considered, some means of improved 
communication was warranted. 


In response to questioning, Ministry staff told the Members that an office in the 
Safety Policy Branch is responsible for conducting public education and 
awareness. Each of the Ministry’s five regions has a team that works with 
community groups. Reference was made to three communications tools: a 
commercial motor vehicle newsletter sent to the trucking and bus industries which 
highlights new initiatives; staff participation in seminars, presentations and 
drivers’ meetings; and in-kind contributions to organizations as part of their 
member education and awareness programs. 
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After its hearings, the Committee forwarded a request for the percentage of 
commercial vehicles involved in accidents which are found to be in faulty 
condition. According to the Ministry, approximately 90% of commercial vehicles 
involved in fatal crashes were not found to have mechanical defects. 
Approximately 5% were found to have defects. No cause was recorded for the 
remaining fatal crashes.”* In terms of non-fatal crashes, the Ministry was unable to 
track vehicle condition information from collisions involving property damage or 
personal injury. Investigating police officers are not trained mechanics and 
mechanical defects can often be overlooked. Greater emphasis is placed on 


vehicle inspection in the case of a fatality in order to determine the cause of a 
collision.”° 


Recommendation: 


9. After analyzing the major causes of accidents, the Ministry should develop a 
driver profile to identify what type, if any, of driver error was involved. 


Commercial Vehicle Inspection Activities 


Roadside Inspections 


In accordance with legislation and North American standards developed by the 
Commercial Vehicle Safety Alliance (CVSA), roadside inspections are conducted 
at 43 Ministry stations. The activities of these stations are complemented by 
periodic inspection blitzes, the use of a mobile inspection unit and Ministry 
participation in Roadcheck. These results provide a compliance benchmark. 


The Auditor’s report includes a table covering vehicle inspections from 1992/93 
to 1996/97. Data is broken down into the number of Ministry CVSA inspections 
performed, and the corresponding Ministry CVSA out-of-service and Roadcheck 
out-of service rates. The results showed variation in the number of CVSA 
inspections performed over the five years, an increase in the Ministry out-of- 
service rates, and relatively stable industry non-compliance with legislated 


requirements. 


Audit staff were told that a significant decrease in the number of inspections 
performed in 1994/95 was due to a reduction in supervisory staff and the 
implementation of a self-directed team approach. A 20% increase in the number 
of inspections to be performed by a team was developed as a target. The Auditor 
was concemed that this target was set without an assessment of the 
appropriateness of the previous year’s performance. Neither had a benchmark for 
the number of inspections, which would have an appreciable impact on individual 


and overall compliance, been established. 
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These observations resulted in the Auditor recommending the development of 
appropriate inspection targets which would be used to monitor activity so that 
variances were identified and corrective action taken, as required. Ministry staff 
reported that the number of CVSA inspections varied over time due to staff 
changes, training and labour issues, changes in program priorities, and changes in 
delivery strategies. The Ministry had established a minimum goal of 40,000 
inspections for 1997/98. With two weeks left in the fiscal year at the time of their 
appearance (March 12, 1998), Ministry staff fully expected to meet that target. 


The Committee has since learned that the 1997/98 inspection target was exceeded. 
The actual number of vehicle inspections conducted was 41,760.”° 


Selection of Vehicles for Roadside Inspections 

The inspection targets of Ministry enforcement staff are vehicles that appear to be 
in poor mechanical condition. All inspection data, including non-compliance 
information, is recorded on SafetyNet, the Ministry’s inspection information 
system. Audit staff found significant variations in inspection activities across the 
province, based on reports regularly generated from SafetyNet. While some 
variations were expected, they found no documented review or follow-up that 
determined the reasons. The Auditor recommended that the Ministry “identify 
inspection information needs, regularly generate corresponding reports and 
investigate any unusual variances.””’ 


The Ministry’s initial response said that certain types of vehicles overrepresented 
in out-of-service defects would be included in inspection targeting efforts. Data 
that was already being collected allowed area enforcement staff to select higher 
tisk vehicles for inspection. A computer-based inspection program was being 
reviewed. 


Monthly district report cards provided management with productivity and 
variance information. Variances were “required to be accounted for and corrective 
action taken where appropriate.”””® 


The Ministry expected to introduce new impoundment procedures at strategically 
located 24 hour truck inspection stations.’ (As of February 2, 1998, trucks, buses 
and trailers with critical defects have been or will be impounded for 15 days for a 
first occurrence, 30 days for a second occurrence and 60 days for a third or 
subsequent occurrence within two years.°’) A controlled environment was 
considered ideal for conducting this kind of analysis and evaluation. It would also 
be possible to evaluate the effect that the impound program was having on the 
critical defect rates. 





*° Memorandum from Jill Hutcheon, 30 October 1998. 
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As of October 26, 1998, 185 commercial vehicles had been impounded for wheel, 
tire, suspension, and brake defects. Nearly half, 89, were Ontario-based. Other 
provinces accounted for 45 and 51 were from the United States. Almost all, 175, 
were impounded for having more than 50% of their brakes out-of-adjustment. 
Nearly three-quarters of the vehicles, 137, were semi-trailers.”! 


Commercial Vehicle Weight Inspections 


Maximum weights per vehicle and per axle are specified in legislation. They are 
enforced through the use of fixed weigh scales at inspection stations. Enforcement 
officers decide which vehicles will be weighed as they enter a station. 


The Auditor’s report included a table showing the number of vehicles weighed, 
the number of charges laid and charge rates from 1992/93 to 1996/97. The number 
of charges laid represented about 1% of the total vehicles weighed, but workload 
estimates for 1996/97 indicated more staff time was given to weighing vehicles 
than to CVSA inspections. 


Audit staff found that another division had conducted research using data from 
weigh-in-motion scales. These scales are installed at various locations around the 
province. 32 The results of that research suggested that 2.5% to 5% of the total 
commercial vehicle population was overweight and that the Ministry’s 1% charge 
rate was relatively low. The Auditor referred to a 1995 consultant’s report which 
identified similar results and recommended the use of weigh-in-motion scales in 
high-volume areas. . 


In the opinion of the Auditor, recording all weighed vehicles would enable the 
Ministry to more effectively monitor that activity and take any necessary action. 
He also recommended developing “criteria to more effectively target high-risk 
vehicles for weight inspections.” : 


The Committee was told that the Ministry monitors compliance with weight 
regulations and targets higher-risk factors for inspection. To facilitate weight 
inspections, it was experimenting with new technologies. These include weigh-in- 


motion scales and plate readers. 


Bus Safety Inspections 

Under the Bus Safety Inspection Program, Ministry enforcement officers visit 
operators’ premises and conduct mechanical inspections of a statistical sample of 
buses. These result in the assignment of operator safety ratings (satisfactory, 


conditional or unsatisfactory). 


bit). see ee 
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The Auditor referred to the 8,600 inspections conducted the year before the last 
audit in 1989. This compared to 4,500 in 1995/96. At the time of the previous 
audit, all areas visited had difficulty in meeting inspection guidelines. 


During the current audit, audit staff visited three regional offices. One focused on 
roadside inspections rather than following the Program. Staff in that region 
believed roadside inspections were more effective. The other regions followed the 
Program. One had met guidelines for the number of visits; the year before, the 
other had only inspected half of its operators. 


The Auditor was concerned that the Ministry had not assessed the methods used 
by offices to determine the combination that was the most efficient and effective. 
Following on this, he recommended that the Ministry “review the current 
approaches used” to determine “the appropriate combination of roadside 
inspections and visits to premises.” When the appropriate approach was 
determined, standardized policies and procedures should be developed to “assist 
area Punks in implementing a comprehensive and consistent” inspection 
process. 


Ministry staff attributed the decline in inspection numbers to inconsistencies 
across the Ministry’s 17 administrative districts. There was variance in the extent 
to which enforcement officers direct attention to on-road inspections versus off- 
road inspections. Increasing emphasis is being placed on on-road inspections 
which take more time. All enforcement officers are being trained on bus and 
motor coach inspections. When that program is complete and there is a balance 
between on and off-road inspections, numbers are expected to stabilize. 


Increased emphasis will be placed on roadside inspections to complement the 
facility audit program, which is discussed in the next section of this report. 
Members heard that rolling the bus inspection program into the facility audit 
program was a Ministry objective. 


Members were later told that the Ministry had completed a draft implementation 
plan for the recommendations made by the Bus Industry Task Force in its 
November 1997 report. The Task Force was reconvened in September 1998 when 
its members were Satie with the Ministry’s response and a draft 
implementation timetable.*° 


Recommendation: 


10. The Ministry should improve the methodology employed in its bus 
inspection process and increase the number of bus inspections it performs. 





** Office of the Provincial Auditor, 1997 Annual Report, p. 220. 
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Commercial Carrier Facility Audits 


Enforcement officers conduct facility audits at a carrier’s premises. They follow 
standard audit procedures and include a mechanical inspection of a sample of 
vehicles. The Auditor referred to a 1994 American study which found that the 


benefits of facility audits exceeded their costs by a ratio of 4 to 1 and lowered 
accident rates by an average of 40%. 


The Auditor’s report noted that the number of audits conducted in 1995/96 and 
the number planned for 1996/97 were down from the previous three years. In 
1995/96, the Ministry implemented a more comprehensive audit process. 
However, it did not establish benchmarks for the appropriate number of audits or 
detailed guidelines for the selection of high-risk carriers for facility audits. 


A December 1996 amendment to the Highway Traffic Act gave legislative status 
to the Carrier Safety Rating system, a project initiated in 1993. The relevant 
section of the bill was not in effect when the audit was completed. The results of a 
facility audit and a carrier’s CVOR record would allow for an assessment and 
rating of a carrier’s safety performance. The release of those ratings was expected 
to have an impact on a carrier’s insurance premiums, its ability to attract business 
and carrier safety. 


The Auditor reported that a preliminary assessment of the proposed system had 
been completed. He felt numerous issues, including outsourcing, had to be dealt 
with before the system was implemented. This and other concerns led to his 
recommending that the Ministry “determine the appropriate number of facility 
audits to be performed and adjust activity to achieve” it. He also recommended 
the use of “a risk-based approach for the selection of carriers” for those audits.”° 


According to staff, the Ministry’s approach involves risk-based methods for 
selecting commercial carriers for audit. Carriers are targeted based on specific risk 
categories. These include out-of-service vehicle inspection rates, complaints and 
poor CVOR safety records. The Ministry had recently introduced a more rigorous 
and comprehensive audit process. It was described as taking more time but was 
deemed to be effective in changing carrier behaviour. Since 1996, 79% of carriers 
have improved their safety performance after being audited. Over the next three to 
four years, the Ministry will ensure all truck and bus operators are audited. 


Carrier Enforcement Activities 


The CVOR system records all infractions involving a Catrier’s vehicles. A 
sanctioning process is begun if cumulative violations exceed a carrier’s 
predetermined threshold level. (Fleet size is used to calculate a sanctioning 
threshold.) The first step in the process is a warning letter requiring a 25% 
reduction in violations every six months until incidents fall below the threshold. 
Non-achievement could lead to a Ministry interview or audit to establish a 


performance improvement plan. 
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A carrier may be sanctioned if an interview or audit is unsuccessful. Decisions can 
be appealed to the Licence Suspension Appeal Board and then to the Ontario 
Court (General Division). Carriers can continue to operate through the entire 


sanctioning process. 


The Auditor’s report discusses four aspects of enforcement activities: warning 
letter interventions; carrier interviews and audits; carrier sanctions; and the overall 


enforcement process. 


Warning Letter Interventions 

The Auditor believed the effectiveness of the warning letter process in improving 
legislative compliance had to be increased. This could be done through 
documenting “the rationale for not taking action against carriers that exceed their 
thresholds and are not sent warning letters.”*’ He also recommended assessing the 
status of carriers who had received warning letters every six months. This would 
continue until they came under their thresholds or required a more stringent 
sanction. Taking action to eliminate the then current backlog was recommended 
as well. 


The Committee was told that the backlog referred to by the Auditor had developed 
as a result of a decision to lower the threshold at which corrective action was 
taken against a carrier. This increased the number of carriers subject to 
intervention. The backlog has been eliminated. To ensure that it will not reoccur, 
the Ministry was working on legislation and policy for a more streamlined 
program. The new program would have regulated intervention and sanction levels. 
The initiative responded to a Target 97 recommendation. 


Carrier Interviews and Audits 

According to the Auditor, the Ministry had to ensure that interviews and audits 
increased legislative compliance. This could be done by assessing the process to 
determine whether it was “achieving acceptable results and, if not, consider 
modification.” He also recommended establishing “guidelines for the appropriate 
time periods within which to complete carrier interviews and audits.” 


The Ministry’s initial response noted that the period in June 1996 chosen for 
interview/audit follow-up was immediately before the Carrier Safety and 
Enforcement Branch’s relocation to St. Catharines. The move had resulted in a 
temporary staff shortage. This and other staffing issues had been resolved and the 
backlog was being addressed. A study to update the 1995 analysis of the 
effectiveness of the processes had been initiated. Modifications and changes 
would “be developed, tested and implemented to reflect the Ministry’s 
commitment to implement the Target 97 CVOR truck safety 
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recommendations.””” Then current record analysis time period guidelines and 


those for completing the interview and audit processes would be reviewed. 


Guidelines would be modified to reflect current program priorities and the ability 
to deliver program initiatives. 


Carrier Sanctions 


According to the Auditor, prompt sanctioning decisions and an assessment of the 
sanctioning process would ensure that the process was “effective in contributing 
to vehicle safety and does not unduly delay getting unsafe vehicles off the road.”*° 
The assessment would determine whether the process was achieving acceptable 
results. If not, the process should be modified. 


The Ministry introduced a series of CVOR enhancements in the fall of 1996, 
including anti-sanction avoidance provisions in the Highway Traffic Act. 
According to the Ministry’s initial response, they were expected to expedite the 
sanction analysis process. Staffing changes would also improve the time period. A 
Target '97 recommendation to regulate automatic sanction thresholds would 
improve the process in the longer term. The impact of sanctions on subsequent 
safety performance would be analyzed. Other changes under development would 
streamline the sanction decision process. , 


Enforcement Process 


The Auditor recommended that the Ministry ensure non-compliant carriers were 
“sanctioned on a timely basis and unsafe vehicles are promptly removed from the 
road.” This should be done by conducting “a full review of each stage of the 
enforcement process to determine if each activity is operating effectively.” If 
necessary, unproductive activities could be modified or eliminated. Alternative 
sanctioning processes should be assessed and, where appropriate, implemented. 
These included those suggested by the Task Force on Truck Safety. 


In its initial response, the Ministry reported that it was conducting a review of 
each stage of the intervention process to ensure the program was operating as 
effectively as possible. A number of changes were under development, including 
tightened facility audit high-risk carrier selection criteria. Bill 138 imposes an 
immediate roadside impoundment of critically defective vehicles. Criteria 
established by government and industry as part of the Target 97 process would 
form the basis for the impoundment. The economic deterrent of a minimum 15- 
day impoundment period was expected to be a strong impetus for the industry to 


operate safe equipment. 
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Carrier Registration and Licensing 


Commercial Vehicle Operator's Registration 

Operators of vehicles weighing more than 4,500 kilograms or transporting more 
than 10 people must apply for a CVOR certificate. Certificates are issued to all 
applicants unless they already hold a certificate that is under suspension or subject 


to a fleet restriction. 


Audit staff found that the Ministry verified company names and reviewed the 
CVOR database to ensure there were no name duplications. It did not have 
procedures in place to ensure the accuracy and completeness of operators’ 
information nor did it regularly review or update the database for changes in 
address, corporate officers or fleet size. 


Target '97 recommended an annual renewal process for the CVOR system. The 
Auditor expressed concerns about the integrity of the system and its database in 
light of the system’s importance in both the inspection and enforcement processes. 


Following on these concerns, the Auditor recommended “policies and procedures 
to ensure the accuracy and completeness of the information provided on 
applications for” CVOR certificates.” He also felt there was a need to improve 
controls over the storage, retention and retrieval of microfiche records, to ensure 
carrier information on the system database is valid and current, and to implement 
procedures to ensure carrier convictions are promptly and accurately recorded on 
the CVOR system. 


The Ministry’s initial response said that documented policies and procedures 
would be put in place to ensure the accuracy of applicant’s information. The 
introduction and implementation of the CVOR certificate renewal requirement 
and other initiatives that will improve CVOR data integrity were included in 
legislation passed in the fall of 1996 and embodied within Target '97 
recommendations. Convictions would be promptly and accurately recorded on the 
operator’s record. 


Commercial Carrier Licensing 


The Truck Transportation Act requires all commercial carriers to obtain a licence 
to provide for-hire trucking services in Ontario. Applicants must meet a series of 
criteria, among them possession of a CVOR certificate and demonstrated fitness 
to carry on the business. Audit staff found that the Ministry had no procedures to 
assess applications, as required by legislation. Although the Ministry was drafting 
a proposal to repeal the Act’s licensing requirements, requirements related to 
safety would be retained, including assessments of the applicant’s safety fitness. 


The Auditor recommended the development of policies and procedures for 
assessing legislative requirements, such as safety fitness, under the Act or any 
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replacement legislation. The Ministry’s initial response referred to revisions to the 
CVOR database which would improve its integrity and the Ministry’s ability to 
evaluate an applicant’s fitness. Formal policies would reflect proposed changes to 
the Truck Transportation Act/Motor Vehicle Transport Act for for-hire truck 


licensing programs. (The for-hire licensing function required by the two acts was 
planned for devolution.) 


Program Administration 


In his comments on program administration, the Auditor repeated concerns about 
the lack of policies and procedures in several areas reviewed by the audit, 
variations in area offices’ inspection activities, and workload backlogs in the area 
of enforcement. He also referred to the fact that the inspection staff in one of the 
Ministry’s five regions report to the Safety and Regulation Division. The others 
report to the Operations Division. 


These situations led to the Auditor recommending that staff reporting 
relationships be reviewed. This should be done “to determine whether current 
lines of accountability are appropriate.” He also felt there was a need for the 
development of “guidelines for truck inspection station operating hours, staffing 
and scheduling, as well as for area patrol activities.” 5 


Ministry staff recognized the variance in operating hours and staffing for truck 
inspection stations. Scheduling is in part locally determined and reflects the 
different operating conditions in existence around the province. New guidelines 
were being developed and will incorporate initiatives which support the 
commercial vehicle impoundment program. These include the hiring of 80 
additional enforcement officers and 24 hour operation at 10 strategic inspection 
stations. The 10 stations were expected to be opened by the end of March 1998. 


During their presentation, Ministry staff made no reference to the Auditor’s 
recommendation dealing with staff reporting relationships. The Committee sent a 
written request for comments. According to the Ministry’s response, formal 
linkages have been established between the two divisions. These include standing 
agenda items dealing with enforcement on an internal operations committee and 
monthly meetings between Drivers and Vehicles regional managers and staff from 
the Carrier Safety and Enforcement Branch. Road User Safety Teams bring 
together staff from head office and the regions. They make regular progress 
reports to the operations committee. 


Recommendation: 


11. The Ministry should conduct a review of staff reporting relationships to 


improve the current reporting structure to ensure it results in more effective 


and efficient management. 
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Motor Vehicle Inspection Stations 


Licensing and Inspection 

Commercial vehicles must be periodically inspected and safety-certified by a 
registered mechanic. Motor vehicle inspection stations apply to the Ministry for a 
Motor Vehicle Inspection Station (MVIS) licence to perform inspections and 
safety certifications. Applications list the licensed mechanics available for 


registration. 


Applicants are visited by Ministry enforcement officers to ensure they have a 
properly sized facility, appropriate tools and licensed mechanics. An MVIS 
license is issued if the requirements are met. The license allows a station to 
inspect commercial and passenger vehicles. Commercial carriers are able to obtain 
an MVIS license and safety-certify their own vehicles. The Auditor recommended 
“increased monitoring and more frequent inspections” of these types of carriers.” 


Since 1988 and due to cost constraints, the Ministry has not required the 
inspection of MVIS licensees on a cyclical basis. Audit staff were told that the 
number of incidents of non-compliance did not justify the resources and that 
inspections were conducted when a complaint had been received. Few complaints 
had been received about carriers with their own MVIS licenses. However, the 
Auditor did recommend the implementation “of a risk-based approach for 
selecting” MVISs for inspection.”° 


Audit staff noted that the Ministry did not regularly generate information to 
identify high-risk stations. The Auditor identified this as needed. When non- 
compliance was detected, a station’s licence or a mechanic’s registration may be 
revoked. No criteria had been established to specify when a recommendation to 
revoke was warranted. In the opinion of the Auditor, such criteria should be 
established. 


Ministry staff stated their corporate commitment to ensuring inspection stations 
were adequately monitored. A new enforcement protocol had been introduced to 
identify high-risk situations. One of its approaches is targeting stations that 
regularly issue certificates to carriers with high roadside out-of-service rates. A 
review has also been initiated. It will include enforcement measures to ensure the 
identification of high-risk stations. 


Commercial Vehicle Certification 

In his overview of the commercial vehicle certification process, the Auditor made 
particular reference to motor vehicle safety standard certificates and the vehicle 
stickers which indicate inspection. While the Ministry did keep records of the 
control numbers of the certificates sold to licensees, it did not have centralized 
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records of certificates or stickers reported as lost or stolen nor did it track the 
stickers issued by stations. 


Legislation proclaimed in October 1996 substantially increased fines for the 
misuse of safety stickers, addressing the concerns of Ministry staff and police 
officers about lost or stolen stickers being applied to unsafe vehicles. The Auditor 


recommended improved “controls over the recording” of stickers “issued and 
stickers reported lost or stolen.”*’ 


Enforcement officers are to verify that a safety sticker is affixed to inspected 
vehicles, but there was no centralized listing available to them to determine the 
validity of a sticker. The Auditor felt they should be provided with a convenient 
way “of determining the validity of safety stickers and certificates.””* 


Lost and stolen sticker stock could be retrieved by inspection station, according to 
the Ministry’s initial response. Nevertheless, a more convenient method of 
determining validity would be provided. The MVIS review project’s mandate 
would include “expanded enforcement access and quality assurance and audit 
functions.’*” Carriers identified through roadside detentions and those without a 
valid annual inspection were now targeted for immediate inspection. Increased 
fines and follow-up enforcement actions were expected to be strong deterrents. 


Air Brake Inspections 


The Committee requested details surrounding the air brake inspection process in 
Ontario and wondered how that process compared to those in other jurisdictions. 


In a response dated April 24, 1998, Committee members were told that an air 
brake inspection in Ontario was one component of a driver pre-trip inspection as 
described in Regulation 575 under the Highway Traffic Act. Requirements include 
outside and inside vehicle inspections. In order to adjust air brakes, a driver must 
be a qualified mechanic or hold an Air Brake Adjustment Certificate. (The 
province’s mandatory training and certification program for air brake adjustment 
has been in place since November 1996.””) 


At the time of writing, British Columbia, Alberta, Saskatchewan, the Yukon, and 
the United States were the only jurisdictions known to the Ministry to “authorize 
drivers operating vehicles equipped with air brakes to adjust their own air brakes.” 
Out-of-province drivers could adjust their own air brakes if they could produce 
proof that they had been certified in their home jurisdiction. 


The Ministry had recently completed a survey of air brake inspection procedures 
and requirements across the country, through the Canadian Council of Motor 
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Transport Administrators (CCMTA). A preliminary review of the results showed 
wide variation. A task group was examining ways to harmonize requirements 
across the country.” 


The Committee asked about the status of the task group and its mandate. The 
Ministry reported that the CCMTA was reviewing “the air brake endorsement on 
licenses and air brake adjustment training in co-operation with the Canadian 
Trucking Alliance (CTA), an industry association.” A draft proposal put forward 
by the CTA was being reviewed by all Canadian jurisdictions.” 


MANAGING PROVINCIAL FINANCES 


Management Board Secretariat - Central Collection Services 


Central Collection Services (CCS) is part of the General Business Services 
Branch of the Services Division of Management Board Secretariat (MBS). It 
manages the collection of overdue non-tax accounts receivable owing to the 
government and oversees the work of private collection agencies (PCAs) which 
have won contracts to provide the government with collection services. 


The work of CCS was brought to the attention of the Committee during its 
examination of audits of the Courts Administration and Ontario Student 
Assistance programs. In the case of the former, the Auditor had raised the issue of 
timeliness in the collection of fines, while the collection of defaulted student loans 
and grant overpayments was a concern in the latter. 


Committee discussions with staff from the ministries of the Attorney General and 
Education and Training left some questions about the work of CCS and its current 
status unanswered. The Members decided to ask personnel from MBS to appear 
and respond to issues raised in the two audits and in chapter 5 of the Auditor’s 
1997 Annual Report. Chapter 5 examined the province’s public accounts. Of 
particular relevance to the Committee’s interests was the section which dealt with 
accounts receivable collection activities, namely the work of CCS. 


Before proceeding with an overview of the meeting between MBS staff and 
Committee members, this report will take a brief look at the results of a special 
CCS-related audit conducted in 1993/94 and the Auditor’s 1997 findings with 
respect to accounts receivable collection activities. 


Special Audit 


In response to a May 1993 request from the Standing Committee on Public 
Accounts, the Office of the Provincial Auditor conducted a special audit to 
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assess the effectiveness of collection procedures 
with reference to the quality of information and 
the timeliness with which it is turned over to the 
Central Collection Services of the Ministry of 
Government Services.” 


The audit focused on the six largest components of CCS’ receivables portfolio. 
These were New Ventures loans, student loans, Ontario Development Corporation 


(ODC) guarantees, Youth Ventures loans, Ministry of the Attorney General fines, 
and Family Benefits (FBA). 


The audit found that receivables were generally not being transferred in a timely 
manner, except in the case of the New Ventures program. In terms of the quality 
of accounts receivable information being transferred, CCS received the documents 
required to pursue the accounts for all programs, except for FBA overpayments. 


The report’s CCS recommendations fell under a series of headings, including the 
following: electronic transfer of information; memorandums of understanding 
(between CCS and client ministries and agencies); reporting debtors to a credit 
bureau; expedite transfer of Attorney General fines; timeliness of information 
entered on CCS’ system; and follow-up of debtor accounts. 


Provincial Auditor's 1997 Annual Report 


Chapter 5 examined the province’s public accounts. Included was a section on 
accounts receivable collection activities. The Auditor noted that several value for 
money audits and the financial control reviews had found “significant 
deterioration” in these activities.’ His staff had been told that a key reason for the 
deterioration was CCS’ inability to accept many new accounts after June 1996. 


CCS was responsible for a receivables portfolio of $389 million as of March 31, 
1997. This amount included about $90 million of previously written off accounts 
which had recently been transferred to PCAs as part of a pilot project. The 
receivables portfolio as of March 31, 1993, had been $144 million. Total | 
collections equaled $14.2 million as of March 31, 1993, rose to $25.9 million as 
of March 31, 1995 and 1996, then fell to $10.7 million as of March 31, 1997. 


Brief reference was made to the staffing situation at CCS. When the government 
announced that the collection of non-tax accounts receivable “was a good 
candidate for outsourcing” in May 1996, CCS had a staff of 49.” Between that 
date and December 1996, 20 staff left and were not replaced. Three of the 20 were 


collection managers. 


SS 
53 Ontario, Office of the Provincial Auditor, Special Audit for the Standing Committee on Public 
Accounts - Timeliness and Quality of Accounts Receivable Transferred to Central Collection 
Services: Report on the Audit (Toronto: The Office, June 1994), p. 1. 

54 Office of the Provincial Auditor, 1997 Annual Report, p. 274. 


Wpidap-215: 


34 


A chronology of recent CCS developments began with the May 1996 
announcement, progressed through the November 1996 approval by Management 
Board of Cabinet of the business case to outsource CCS collection activities and 
ended in June 1997 with a decision by the Grievance Settlement Board. That 
decision concerned the general redeployment of government employees due to 
outsourcing. The Board required the government to “make reasonable efforts at 
redeploying employees made redundant by outsourcing initiatives.” As a result, 
the request for proposals (RFP) was put on hold. 


Standing Committee on Public Accounts Hearings 


Management Board Secretariat (MBS) appeared before the Committee in June 
1998. Secretariat staff provided the Members with a summary of the activities 
they had undertaken to initiate ‘effective and timely collection.’ They also 
presented tables and reported on the then current status of the outsourcing RFP. 


Collection Initiatives 


MBS staff were working with ministries on an ongoing basis to transfer accounts. 
Temporary staff had been hired to supplement internal collection staff levels until 
the outsourcing RFP was closed. Overdue Pilot Project”® private collection agency 
(PCA) contracts had been extended and subsequently expired on May 14, 1998. 


Legal counsel had been hired on a part-time basis to enable collections on 
accounts requiring legal action. System enhancements such as electronic file 
transfers had improved collection activities. Service level agreements with 
individual ministries were expected to be implemented by the end of June. 


CCS staff had worked with the Ministry of Finance in developing 17 enhanced 
service policies, all part of a revenue management directive. These are in effect 
and are expected to reduce the number of overdue accounts receivable. 


CCS staff were also working with colleagues from the ministries of Finance and 
Education and Training on the federal government’s offset program for student 
loans. In a memorandum dated October 23, 1998, MBS told the Committee that 
the working group was ongoing and would soon meet to begin the offset process 
for the 1998 tax year. Revenue Canada and the provincial Ministry of Finance 
were finalizing a memorandum of understanding which was expected to be signed 
by “the respective Deputy Ministers.” The memorandum also said that 


the federal legislation enabling the set off 
program against Revenue Canada’s income tax 
refunds did not receive Royal Assent until June 
1998. Since the majority of the 1997 tax refunds 
would have already been paid out [by] June 
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1998, it was agreed that the set off process 
would be implemented with the 1998 refunds.*’ 


The first figures to be presented at the hearings were those which appear in Table 

1 below. MBS staff pointed out that they were consistent with those which 
appeared in the Auditor’s report. Members’ attention was drawn to the fifth row 
of the chart, the dollar value of receivables collected. The figure for March 31, 
1998, ($34.4 million) was said to be the result of responses to concerns about the 
1996/97 fiscal year referred to by the Auditor. The Committee heard that $79 
million of the new accounts transferred between March 1997 and March 1998 was 
transferred in the last three months of the fiscal year. Action is now taken on every 
file transferred to CCS; none are sitting unattended. 


TABLE 1 
Central Collection Services Portfolio 
March 31, 1995 To March 31, 1998 ($M) 


March March March March 
31/95 31/96 31/97 31/98 
Receivables Portfolio” $327.0 | $316.0 | $389.0 | $598.2 
Accounts Previously Written ae hci $93.5 | $92.7 
O 
Adjusted Portfolio for $327.0 $316.0 $295.5 $505.5 
Comparison to Previous Years 
$ Value of New Accounts $108.3 $35.1 $254.1 
Transferred 
$ Value of Receivables $25.9 $25.9 $10.7 $34.4 
Collected by CCS and PCAs 
Number of New Accounts 306,112 | 11,246 327,106 
Transferred 


Table 2 presents the components of the CCS portfolio at the time of MBS’ 
appearance before the Committee. Ministry of the Attorney General fines and 
student loans make up more than 75% of the total. Both were targets of the 
Collections Management Unit. MBS staff noted that when the collection of 
Provincial Offences Act fines is transferred to municipalities, they will no longer 


be involved in that process. 
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TABLE 2 
Central Collection Services Portfolio 
Components - June 1998 
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The Ministry of the Attorney General component of Table 2 includes all 
outstanding defaulted fines under the Provincial Offences Act. These fines result 
from “a judicial disposition of a fine upon conviction of an offence because of a 
ticket or a summons to trial which is unpaid.” ‘Tax’ refers to outstanding tax 
accounts, those amounts owed under provincial tax legislation. (Tax accounts 
have been referred to CCS on a pilot basis since July 1996.) ‘Non-tax’ refers to 
previously written off accounts from all ministries.° 


Two other tables looked at new accounts transferred in 1997/98 and recoveries in 
1997/98 by program and month. Student loans and Ministry of the Attorney 
General accounts were singled out in both tables; other programs were grouped 
together. The total number of new accounts transferred equaled 327,106. Well 
over three quarters, 85% (278,679), were Ministry of the Attorney General 
accounts. The total value of the transferred accounts was $254.06 million, nearly 
69% ($175.09 million) of which was student loans. 


In terms of recoveries, the total for 1997/98 was $34.438 million. Of that amount, 
$26.7 million came from Ministry of the Attorney General accounts. 
Approximately $4.324 million was recovered from student loans. 


The Members asked MBS staff a series of questions which were answered in the 
form of a letter dated July 15, 1998. The first dealt with the 180 day standard for 
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transferring overdue accounts to CCS which was said to be outlined in one of the 
new revenue policies. The Committee wondered if this was a change from the 
previous policy. The previous policy, dated October 1984, required that 
outstanding accounts receivable be reviewed on a 30 day cycle over a three month 
period. Ministries were instructed to forward accounts outstanding beyond that 
period to CCS. However, follow-ups may have been carried out internally, 
depending on a ministry’s policies and procedures. 


The new policy is considered stronger with respect to ministerial management of 
accounts receivable. Accounts receivable analysis is mandatory. Trained staff, 
procedures, systems, and performance measures must also be in place. Specialized 
assistance available through CCS must be used for accounts more than six months 
overdue or earlier when they cannot be collected through normal internal 
procedures. 


At one point during their discussion with Members, MBS staff reported that 
Ministry of the Attorney General fines were never written off. The Committee 
asked why this was so. The July 15 response stated that there was “no policy 
which restricts the Ministry of the Attorney General to write-off fines.” With the 
completion of the Overdue Pilot Project, the Ministry will begin to write-off 
“appropriate aged uncollectible accounts according to recommendations/ 
discussions with” CCS.°! 


Members also requested data on the collection percentage respecting Ministry of 
Attorney General fines which were more than four years old. The results of the 
Overdue Pilot Project indicated that the ‘collectibility’ of those accounts was 
4.25%. Overdue accounts forwarded to CCS in compliance with the new revenue 
policy were estimated to have a ‘collectability’ of 15 to 30%. 


Recommendation: 


12. Management Board Secretariat should provide the Committee with a status 
report on its collection activities after the change from a 90 day to a 180 day 
standard for transferring overdue accounts to CCS, as and when requested by 


the Committee. 


Status of Outsourcing RFP 


The practice of outsourcing collections is not new to the Ontario government. A 
combination of in-house and outsourced activities has been in place since 1976. 
According to MBS staff, approximately 67% of all collection activity is contracted 


to PCAs. 


The Members were told that the business case identifying the costs and benefits of 
various options was presented to Management Board of Cabinet in November 
1996. The recommended option to outsource the remaining 33% of collection 
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activity was approved. Ten months later, CCS issued an RFP to fully outsource 
the collection of non-tax overdue accounts receivable. The scheduled closing date © 
was October 30, 1997. The RFP includes all accounts currently found in the CCS 
portfolio at present, as well as an estimate of additional accounts for the term of 
the contract. It does not include the Ministry of the Attorney General fines which 
are to be tendered in a separate RFP. 


The Ontario Public Service Employees Union (OPSEU) grieved the outsourcing. 
The Grievance Settlement Board (GSB) issued an interim decision on October 29, 
1997. The Board ordered the RFP be kept open pending a final decision on the 
merits of OPSEU’s case. (OPSEU grieved pursuant to the reasonable efforts 
provisions of the collective agreement.) The merits of the case were being argued 
at the time of the MBS presentation. 


The GSB has since found that MBS had made reasonable efforts with respect to 
new job offers for its employees. MBS was allowed to close the RFP on 
September 29, 1998. Between then and the end of November 1998, MBS 
personnel will evaluate prospective PCAs (five are to be chosen) and negotiate 
agreements to increase the quality of job offers (i.e. salaries and benefits). Money 
from a human resources incentive fund which would have been paid to employees 
had they been considered surplus can now be used to enhance job offers from the 
new employers. 


Once something has been worked out between MBS and the PCAs, OPSEU can 
respond. If it is unhappy with the parties’ agreement(s), OPSEU will have five 
days in which to file an objection with the GSB and receive a response from that 
body.” 


Ministry of Finance - Reporting of Contingency Funds in 
1996/97 Public Accounts 


In response to a request from a Member of the Legislature, and at the suggestion 
of the Provincial Auditor, the Committee asked the Ministry of Finance to appear 
before it to discuss the appropriateness of establishing contingency funds and how 
they are reported in the 1996/97 provincial public accounts. A specific concern 
was the use of contingency and reserve funds for future restructuring charges. 


The presentation made by Ministry staff looked at three areas: relevant 
recommendations made by the Ontario Financial Review Commission; the 
adoption of those recommendations; and the reporting of some results in the 
public accounts. 


The Committee has decided that this report will not include any discussion of the 


Ministry of Finance presentation. It may return to the issue in another set of 
hearings. 


° Telephone interview with Leslie Nanos, 6 October 1998. 
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TRANSFER OF DELIVERY 


Ministry of Health - Public Health Activity 


The Public Health Branch, under the direction of the Chief Medical Officer of 
Health, is responsible for administering the Public Health Activity. The audit, 
which was completed in March 1997, looked at various elements of the Activity 
and some related issues. 


Until January 1, 1998, the cost of mandatory public health programs was normally 
shared by the Ministry and municipalities. Optional programs were normally 
funded by municipalities. Bill 152, the Services Improvement Act, was passed in 
December 1997. With its amendments to the Health Protection and Promotion 
Act (HPPA), municipalities became responsible for 100% of the funding for 
public health programs, with a few exceptions. The province will continue to set 
minimum program standards which it will monitor and enforce. 


The Branch released Mandatory Health Programs and Services Guidelines in 
February 1998. Along with goals, objectives and requirements, it contains 
mandatory program standards for chronic diseases and injuries, infectious 
diseases, and family health. 


Principal Issues 


The Public Health Branch had recently introduced a number of significant 
initiatives. However, the audit found that the Ministry needed to take steps to 
better ensure that public health programs were being funded and delivered with 
due regard for economy and efficiency and in accordance with legislation. 
Improvements were also required to enable the Ministry to measure and report on 
the effectiveness of provincially-funded public health programs. 


Audit Observations and Committee Findings 
Accountability to the Legislative Assembly 


Under the Ministry of Health Act, the Minister is required to prepare an annual 
report and table it in the Legislature. There is no requirement to report on the 
effectiveness of public health programs or the health status of Ontarians. The 
Chief Medical Officer has, since 1991 and on his own initiative, issued annual 
public reports that have focused on specific health concerns. 


The Auditor felt that reporting to the Legislature would enhance the Activity’s 
accountability. Other provinces were found to require annual reports from their 
chief medical officers. Further to this, the Auditor recommended that the Ministry 
consider periodic reports to the Legislature “on the extent to which public health 
programs delivered by boards of health have met provincial standards; and 
provincial public health objectives have been achieved. 
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Accountability and Bill 152 

Accountability under the new funding regime was the subject of remarks made by 
Ministry staff during their presentation to the Committee and discussion between 
Members and Ministry staff. With the amendments to the HPPA, the Ministry has 
the authority to set provincial standards, monitor compliance and enforce 
mandatory public health program standards. It will continue to provide various 
types of support, some related to information technology. Ministry assessors will 
be able to exercise a range of powers. Sanctions will be used if other means are 
unable to bring about improvements. 


A monitoring project steering committee and subcommittees were said to be 
working on the development of a comprehensive system for monitoring 
compliance with standards. It was to be ready sometime during the summer and 
reporting was expected to begin in the fall. In the meantime, existing systems 
were being used. Thought was being given to how compliance results could be 
included in an annual report to the Legislature. 


Reference was also made to local medical officers of health. The amendments to 
the HPPA specify their statutory role which includes reporting directly to the 
board. Public health staff are to report directly to the medical officer of health. 


Members engaged Ministry staff in discussions about their accountability 
concerns. They touched on matters such as the ‘flexibility’ allowed municipalities 
to deliver programs, the availability of staff to monitor and enforce compliance, 
the use of sanctions, and the authority of the Chief Medical Officer of Health. 


Recommendation: 


13. In light of the new funding arrangements in place since January 1, 1998, 
the Ministry should prepare an annual report to the Legislature on the Public 
Health Activity. That document should be based on reports to the Ministry from 
individual boards of health in which those bodies demonstrate their compliance 
with provincial public health standards and objectives. 


Funding Arrangements 


Prior to Bill 152, significant variations in funding for mandatory public health 
programs had occurred with per capita funding for some boards being three times 
that for other boards. The Auditor reported that the Ministry had not conducted 
any systematic reviews to determine the reasons for these variations. Branch staff 
had indicated that in many cases, the variations were based on historical patterns. 


Provincial funding to boards was to be reduced over three years, beginning in 


1996. The Branch had developed an “equity funding strategy” based on 
indicators of community health needs and service costs that led to decreased 
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variances. This ensured the reduction was applied in a rational manner. At the 
time of the audit, the Branch had not yet determined if this methodology would be 
used to allocate all board funding. The Auditor recommended the expanded “use 
of indicators of service costs and of the relative health needs of communities.” 


The funding situation has of course changed since the Auditor’s report was 
released. The exceptions to 100% municipal financing include immunization 
vaccines, the Healthy Babies/ Healthy Children program and the Better 
Beginnings/Better Futures program, all of which are funded 100% by the 
province. When asked what the Ministry would do if a local council refused to 
fund a particular program, staff replied that boards had a legal obligation to 
comply with all mandatory program provisions. Failure to comply would make the 
board subject to the assessment process and sanctions. 


Vaccine Preventable Diseases Program 


Even with the funding changes which came into effect as of January 1, 1998, the 
province has retained responsibility for the purchase and distribution of vaccines 
to boards of health and health professionals. Immunization is considered a cost- 
effective health intervention. In his 1995 annual report, which focused on 
immunization, the Chief Medical Officer warned against complacency. He 
believed levels of childhood and adult immunization were too low. 


Immunization of Children 

The immunization of children is governed by the Immunization of School Pupils 
Act, the Day Nurseries Act and mandatory Program guidelines. Day nursery 
operators and local medical officers of health (MOHs) have legislated obligations 
with respect to immunization. For example, day nursery operators must ensure 
children are properly immunized before being admitted to their facility. Local 
MOHs are required to maintain immunization records for all pupils attending 
schools in their area. 


Vaccination programs for children cover eight different diseases, including 
diphtheria, tetanus and polio. They begin at two months of age and are completed 
by age two. Additional vaccinations are required between the ages of 4 to 6 and 14 


to 16. 


The Immunization Record Information System (IRIS) was introduced in 1992. 
Boards use it to maintain and report on immunization records. Audit staff 
reviewed the then most recent information available for day nurseries (September 
1994 to June 1995) and found that boards had assessed the immunization status of 
only 67% of children in day nurseries, based on licensed day care spaces. Of those 
assessed, only 66% were found to be properly immunized. 
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A review was also undertaken of the then two most recent IRIS reports for school 
children (1993/94 and 1994/95). Findings included the percentages of children 
whose status had been assessed and found to be in accordance with the 
immunization schedule: 77% (1993/94) and 82% (1994/95). Coverage rates for 
1994/95 were also found to vary significantly among health units: 60% to over 
95%. 


During the audit it was learned that the Branch had followed up with boards with 
low coverage rates in 1993/94 but not those from 1994/95. There was no report in 
1995/96 due to the assumption on the part of the Branch that boards had 
performed limited assessments. 


Following on these findings, the Auditor recommended that the Ministry “monitor 
board of health assessments of the immunization status of children in day 
nurseries and schools and take appropriate corrective action as necessary.” The 
Ministry’s initial response noted that the time period reviewed was unique in that 
health units had additional new programs to administer. Routine monitoring of 
coverage rates had been postponed or delayed by some boards but was expected to 
be implemented. 


Aside from having vaccine coverage targets, the new Guidelines stipulate that 
boards assess and maintain records of the immunization status of children in all 
licensed child care programs, as defined under the Day Nurseries Act, and 
children attending all schools in accordance with the Immunization of School 
Pupils Act. 


Immunization of Adults 


Adult immunization is not required by legislation. Boards and health care 
providers are relied on for its promotion. 


Research has demonstrated that the influenza vaccine can prevent up to 70% of 
hospitalizations for pneumonia and influenza among the elderly. The Branch, 
however, did not have influenza vaccine targets for the province. 


An estimated 30% to 50% of adult hospital admissions for community-acquired 
pneumonia are due to pneumococcal infections. These infections also cause 
thousands of deaths among the elderly each year. Like influenza, there were no 
provincial vaccination coverage targets for pneumococcal disease. 


The Ministry did introduce a publicly funded pneumococcal vaccine program in 
1996. It was to be phased in over three years due to the vaccine’s limited 
availability. Targets were all high-risk groups and adults aged 65 and over. 
Committee members were told that 1,000,000 people had been immunized in the 
past two years. Coverage was expected to approach the new Guidelines target of 
70% at the end of the three years. 
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Boards are required to promote adult immunization for tetanus and diphtheria, but 
the province had set no immunization targets. The Auditor reported that relatively 
few cases of either disease had been confirmed in Ontario over the past decade. 
However, outbreaks had occurred in other parts of the world and concerns were 
expressed about immigrants and visitors to Canada. Also cited was a recent survey 
which found that susceptibility to both diseases increased with age. 


The Auditor recommended that the Ministry “establish coverage targets for 
influenza, pneumococcal, tetanus and diphtheria vaccines and develop systems to 
monitor attainment of these targets and take appropriate corrective action as 
necessary.” The new Guidelines contain, as objectives, vaccine coverage targets 
for the year 2000 for each of these diseases for specific population groups. 


A pilot project monitoring pneumococcal and influenza vaccine coverage rates 
through the use of OHIP data was launched in June 1997. Members were told that 
data had been gathered and were being analyzed. The interim conclusion is that a 
straightforward principle is not always borne out in practice. It was only in the 
pilot project that physicians identified the particular vaccine being used. Work 
continues on finding a way to introduce vaccine identification into the OHIP 
billing system. 


Recommendation: 


14. The Ministry should ensure that systems are developed to attain the vaccine 
coverage targets found in the Mandatory Health Programs and Services 
Guidelines and that appropriate corrective action is taken when necessary. 


Immunization Information System 

Because most vaccinations are given by private physicians, public health officials 
cannot determine whether or not children have been immunized until they enter 
school or a licensed day care centre. 


After examining IRIS data on children born between 1989 and 1991, audit staff 
found that only 68% had received all required vaccinations by the age of two. The 
Branch had only rough estimates of adult vaccine coverage and no information 
about the immunization status of individual adults. The Auditor felt that 
determining rates would enable the development of appropriate strategies for 
improvement. He recommended assessing “the feasibility of modifying existing 
systems or developing appropriate ones to capture the necessary information. 


Other jurisdictions were cited for their recognition of the need for immunization 
information systems. Specific reference was made to a system 1n place in 
Manitoba since 1988 and another in the United Kingdom since the mid-1980s. 
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Other provinces and jurisdictions in the United States have also initiated efforts to 
develop systems. 


According to the Ministry’s initial response, the Branch was working on 
improving monitoring systems to enable better assessment of immunization 
coverage. A Biological Inventory System had been implemented to help track 
vaccines and medications through the distribution system. The Ministry would 
look into the feasibility of modifying the new system to allow it to monitor the 
usage of vaccines as well as TB and sexually transmitted disease drugs. 


Provincial Immunization Campaigns 

Beginning in 1994, the Ministry introduced a campaign to immunize all grade 7 
students for hepatitis B. Another campaign was launched in 1996 to provide all 
school children with a second dose of the measles vaccine. Boards were provided 
with the necessary vaccines at a cost to the Ministry of approximately $10 million. 
Branch studies indicated that both campaigns had attained a provincial coverage 
rate exceeding 90%. 


A review and analysis of reported data by audit staff indicated that the actual 
administrative cost of delivering the 1995/96 hepatitis B campaign varied 
significantly among boards. A similar observation was made in a consultant’s 
review of the 1996 measles campaign. 


To cover the costs of delivering these campaigns, boards had to redirect resources 
from other mandatory programs. The previously mentioned consultant’s report 
could not explain the high costs but concluded that costing efforts could serve as a 
starting point for the planning and budgeting of future campaigns. The Auditor 
reported that the Branch did not receive explanations of costs from boards. 


The report recommended that the Ministry ask a sample of boards to explain “why 
their costs were significantly higher or lower than the provincial average for 
delivering” the two campaigns.” The Ministry’s initial response was that they 
would consider the recommendation before planning future immunization 
campaigns. It also alerted the Auditor to the fact that with the then upcoming 
devolution of funding, its ability to influence local operational efficiencies would 
be limited to indirect methods. 


Financial Controls Over Vaccine Expenditures 

As stated earlier, certain vaccines are provided free of charge. The Branch 
determines the type and quantity to be ordered. The Ministry’s Purchasing Unit 
acquires the vaccines and the Government Pharmacy is responsible for storage 
and distribution. 


The Pharmacy reviews and pays supplier invoices then charges the Branch each 
month for vaccines which have been distributed. The audit of charges to the 
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Branch found that staff lacked sufficient documentation to assess the 
reasonableness of Pharmacy charges. Staff also failed to confirm the amount of 
vaccine ordered and did not receive copies of issued purchase orders. 


The Auditor recommended that the Ministry work with the Pharmacy on a system 
which would allow Branch staff to “review charges to its budget.” He also felt that 
Branch staff should be required to “review and sign off on all vaccine purchase 
orders before they are issued.””° Ministry staff admitted that, at the time of the 
audit, communications between the Public Health Branch and the Supply and 
Financial Services Branch (which operates the Government Pharmacy) were 
inadequate. Policies and procedures for the control of vaccine expenditures were 
to be completed by April 1998. 


Since the March hearings, written correspondence from the Ministry has advised 
the Committee that staff from the Public Health Branch and the Supply and 
Financial Services Branch have been working together on the development of 
vaccine expenditure control policies. Those policies are said to “define 
responsibilities for each component of the overall tracking of vaccine 
expenditures.” 


Vaccine Purchasing 


A ‘value-added award’ component is included in certain suppliers’ contracts. The 
Ministry agrees to pay a higher per-unit cost and the supplier agrees to provide 
related supplies and other services, more vaccines, and/or money which the 
Branch puts back into immunization programs. This results in overstating the 
actual cost of the vaccines since the value-added component is included in the 
acquisition price. 


The Auditor reported that the Branch had no formal system to track these awards. 
Audit staff reviewed two contracts issued in June 1996 totaling $610,000 in 
awards. They determined that approximately $300,000 remained to be utilized by 
the Ministry but were later told that the Ministry was in the process of utilizing the 
remaining funds. 


The Auditor felt that vaccines and services should be paid for separately and that 
any outstanding value-added funding held by the vaccine suppliers “be properly 
recorded and used or recovered.””” Ministry staff reported that the Public Health 
Branch and the Supply and Financial Services Branch had almost completed work 


on a set of control policies. 


In a written request sent after the hearings, the Committee asked the Ministry if 
the control policies referred to by Ministry staff were in place. According to the ° 
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Ministry, staff from the two branches were “participating in regularly scheduled 
monthly meetings to review outstanding issues regarding vaccine purchases.” 


Recommendation: 


15. The Ministry should initiate procedures to ensure vaccines are purchased 
only when and if necessary, and at a reasonable cost. 


Tuberculosis Control 


Tuberculosis (TB) is the leading cause of death from a single infectious disease in 
the world. It is responsible for at least three million deaths each year. Most of the 
those infected live in developing countries. The Auditor reported that Ontario has 
one of the lowest rates of active TB cases in the world. Rates are no longer 
declining significantly though. Most cases occur in immigrant populations in 
major urban centres. 


Contact Tracing 

The mandatory TB Control Program required boards to locate and screen 
individuals who had been in contact with a person who had active TB to 
determine if they require treatment. The Reportable Disease Information System 
(RDIS) was found to contain limited information about the extent and results of 
contact tracing. 


It was the Auditor’s opinion that the “Branch should obtain additional information 
on the results of TB contact tracing by boards.””* In its initial response, the 
Ministry reported that a new system for tracking reportable diseases was being 
developed. Additional information on contacts of active cases would be included. 
This would result in improved management of contacts by local health units and 
more complete data for monitoring the effectiveness of the Program. 


The Guidelines now include reference to the Ministry of Health Tuberculosis 
Control Protocol (January 1998). It requires that boards have an effective TB 
prevention program in place which will, at a minimum, trace and investigate 
contacts of cases. 


Screening High-Risk Groups 

Boards are required to screen groups of people who have a high risk of TB 
infection. The routine screening of school children was discontinued in the early 
1980s. Boards in urban areas with large numbers of recent immigrants conducted 
screenings of children from high risk countries in the early 1990s. The Auditor 
reported that approximately half had stopped screening due to doubts about its 
effectiveness and other commitments (e.g. hepatitis B and measles immunization). 
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The Auditor referred to two studies. One concluded that the effectiveness of a 
voluntary program was significantly reduced by low participation and poor rates 
of prescription of preventive drug therapy. The second determined that efforts 
should be focused on increasing the prescription of preventive drugs and the 
taking of medication for the required time. This led to the recommendation that 
the Ministry “encourage and monitor the prescribing of appropriate drug 
therapy.” 


The Auditor also wrote that there was no legislation addressing mandatory 
screening in settings other than those covered by the Education Act. Even in those 
situations, use of the relevant provision requires the cooperation of school 
authorities. He went on to recommend that the Ministry determine whether there 
is a sufficient legal basis to support the mandatory screening of high-risk groups. 


According to the Ministry’s initial response, the Branch had studied and 
recommended changes to the HPPA regarding these issues. Changes would be 
considered the next time an opportunity to amend the HPPA arose. Requirements 
and standards which are now part of the Guidelines include reference to 
promoting the screening of all persons in high-risk groups and assessing those 
testing positive to rule out active TB, as a minimum in any preventative program. 


Recommendation: 


16. The Ministry should determine if there is sufficient legal basis to support 
the mandatory screening of high-risk groups. 


Medical Surveillance Undertakings 

If the results of a medical examination show that a potential immigrant or a visitor 
to Canada had TB but it is now inactive, Citizenship and Immigration Canada 
requires that individual to sign a Medical Surveillance Undertaking (MSU). This 
means they have agreed to surveillance by boards of health and that they will 
notify appropriate authorities of address changes. 


The Auditor reported that the Branch estimated that approximately 35% of the 
approximately 6,000 MSUs received each year for inactive TB cannot be followed 
up due to missing or incorrect information. Audit staff were told that the Branch 
may be able to use OHIP’s Registered Persons Data Base (RPDB). The Auditor's 
recommendation was that the Ministry “improve its ability to track individuals 
under surveillance.”* 


The Ministry’s initial response said that the Branch was “exploring the possibility 
of obtaining the addresses of individuals on medical surveillance irom the 
RPDB. ” 
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Ministry staff spoke of a discussion paper released by the federal Minister of 
Citizenship and Immigration in January 1998. It was the result of the efforts of an 
independent advisory group appointed to review immigration legislation and 
policies. The group’s recommendations were the subject of public consultations 
which began in February 1998. Members were told that the Branch had provided a 
response to the advisory group’s recommendations concerning tracking and that it 
was working with the federal government to improve the process. 


Immigration and Public Health 


Potential immigrants and certain visitors to Canada are required to have a medical 
examination. The examination is usually performed in the country of origin by a 
physician appointed by Citizenship and Immigration Canada. 


The risk of diseases being transmitted to the Canadian population is increased if 
the examinations do not effectively screen for serious communicable diseases 
prevalent in an individual’s country of origin. While tests are performed for TB 
and syphilis, they are not performed for other infectious diseases of equal or 
greater concern. The Auditor also wrote that applicants are not required to show 
proof they have been adequately immunized. 


He recommended that the Ministry provide the federal advisory group with 
suggested legislative and policy changes that addressed provincial public health 
concerns. In its initial response, the Ministry reported that the Branch was 
involved in ongoing discussions with its “federal counterparts on immigration 
issues of public health significance, such as tuberculosis.””® 


Sexually Transmitted Diseases 


Under the HPPA, cases of serious sexually transmitted disease (STD) have to be 
reported to the Branch.” The information is then recorded in the RDIS. 

The STD Program requires boards to provide appropriate case management. 
(Incidence targets for STDs are defined in the Guidelines.) 


A federally funded 1991/92 national survey of STD contact tracing found that few 
health units had effectiveness measures. The Branch attempted to measure case 
management effectiveness in 1994 by looking at the percentage of gonorrhea 
cases reported by health units that had a case disposition record on the RDIS. No 
analysis or review of STD contact tracing was performed. The Branch planned to 
replace the RDIS with an improved system in 1998. The new system would enable 
more effective monitoring and evaluation. 


The Auditor recommended that the Ministry “monitor and evaluate the case 
management practices of boards of health, including the extent and effectiveness 
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of contact tracing.”” Committee members were told that revision of the RDIS 
was underway and that completion was expected in 1999. The new system would 


improve the collection of data on the results of case management and contact 
tracing. 


Needle and Syringe Exchange Programs 


During their appearance before the Committee, Ministry staff were asked for 
financial data on the provision of needles and syringes. An additional request for 
information was sent after the Committee’s hearings. 


In two written responses, Members were told that the Ministry provided $1.163 
million to 18 needle and syringe exchange programs in 1997. (The Ministry had 
not funded the actual purchase of needles and syringes since the inception of 
programs in 1989. They were said to be a relatively minor cost and were funded 
entirely from municipal budgets.) With the changes that came into effect on 
January 1, 1998, municipalities are now responsible for funding the programs. As 
of August 1998, 14 exchange programs were providing direct service. Four 
municipalities were involved with outreach and program needs assessments. 


While programs are administered by local boards of health, community-based 
working groups function as monitors and provide direction. 


The Committee was told that 662,534 needles were taken in and 612,426 needles 
were given out by programs in the calendar year 1997. The Toronto program took 
in 180,591 needles and gave out 174,762. Ottawa’s program took in 89,668 
needles and gave out 93,559. (These two programs are the largest in the province.) 
When asked why more needles were taken in than given out in 1997, the Ministry 
replied that community members may dispose of used needles and syringes found 
in their neighbourhood. Some diabetics come to the programs for the disposal of 
needles and syringes but not for exchange purposes. 


Additional concerns prompted the Committee to ask if municipalities or boards or 
health units were required to report on any special problems that they might be 
having with their programs. According to the Ministry, boards are expected to 
produce an annual report on program activities, a copy of which is to be 
forwarded to the Minister. Programs’ staff meet annually to discuss program 
issues, and to identify priorities and program gaps.° 


Concern: 


The Committee is not satisfied with the content of the Ministry’s responses to its 
questions about needle and syringe exchange programs. It may revisit this issue 


at a later date. 
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Food Safety Program 


Boards of health are required to provide food safety training for operators and 
food handlers and to conduct inspections of the more than 30,000 food service 
premises in Ontario. (Public health agencies have estimated that more than one 
million cases of food-borne illness occur in Canada each year. Approximately half 
are attributed to food service premises.) 


A number of food service protocols had been developed by the Branch. These 
included the Hazard Analysis Critical Control Point (HACCP). The HACCP 
required each board to assess and assign a risk level to premises within their area. 
This enables boards to target inspection resources and dictate strategies. 
(According to Ministry staff, there has been an 11% decrease in diarrhoeal illness 
due to food-borne bacteria since the introduction of a systematic method of 
inspection.) 


The Branch began asking boards to submit yearly summary reports of inspection 
activities in 1995. Staff analyzed reports from 28 boards for the first quarter of 
1995. Results suggested that boards had focused their efforts on compliance 
inspections rather than the more detailed HACCP audits. Few of the premises 
visited had been provided with formal food handler training. 


The number of boards submitting reports decreased from 30 in the first quarter of 
1996 to 18 in the third quarter. The Branch then requested that boards submit data 
on inspections conducted in that year. Staff were analyzing reports from all 42 
boards in March 1997. 


The Auditor recommended that the Ministry “determine whether boards of health 
have fully implemented food safety training” and HACCP protocols.” Corrective 
action was to be taken as necessary. The Guidelines include a section on food 
safety. Boards are now required to assess all food premises annually and 
determine their risk status (high, medium and low), according to the HACCP 
protocol. They are also required to provide public health inspection of all food 
premises to ensure compliance with Regulation 562 under the HPPA, according to 
a schedule based on risk status and other factors. 


Rabies Control 


Domestic dogs and cats account for less than 10% of animal rabies cases, but their 
bites account for most suspected rabies exposures in humans. Boards are only 
required to encourage the vaccination of dogs and cats against rabies. A regulation 
under the HPPA, however, requires dog and cat owners in areas served by boards 
listed in the regulation to immunize their pets. (Boards have been able to choose 
to be listed. Thirty were at the time of the audit.) 
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The Auditor reported that experts agreed that four boards in southern Ontario not 
listed should be included. (They served about 20% of the province’s population.) 
He went on to recommend that “the Ministry should take steps to make the 
vaccination of cats and dogs mandatory where warranted.”*’ The Guidelines, 
under ‘Rabies Control,’ say that the board of health of a health unit named in 
Regulation 567 (Rabies - Immunization) under the HPPA shall: 8. “a. provide 
rabies information to the public promoting compulsory rabies vaccination of cats 
and dogs; and b. report to the Minister on its promotion activities annually.”®* 


Tobacco Control Act 


The Tobacco Control Act was passed in 1994 to support the Ontario Tobacco 
Strategy introduced in 1992. It prohibits the sale of tobacco to minors, bans the 
sale of tobacco in pharmacies, health care sites and vending machines, prohibits 
smoking in a number of public places, and requires the proper placement of 
required signage. 


The Act allows the Minister to appoint inspectors. The inspection function has 
been delegated to boards. The Branch maintains a summary of charges and 
convictions based on data submitted by boards. The summary was analyzed in 
1996 to identify boards with low enforcement activity. An accountability 
framework for monitoring and planning enforcement activities was introduced in 
1996. Boards were instructed to submit yearly data on enforcement indicators, 
beginning in 1996. 


The Auditor felt that publicizing enforcement activities was an effective deterrent 
to violations of the Act. Audit staff were told that boards were encouraged to 
publicize their activities but that the Branch had no formal procedures or 
strategies in place. 


The Auditor recommended that the Ministry “evaluate the use of additional 
enforcement measures” and “develop an overall communication strategy to 
publicize its efforts.’ In its initial response, the Ministry said that the Branch, in 
conjunction with the Health Promotion Branch, would explore additional 
enforcement measures as well as an overall communications strategy. (The 
Guidelines contain minimum requirements under the Act.) 


Ministry of the Environment and Energy - Conservation and 
Prevention Division 


The audit examined the waste reduction, environmental assessment, and water and 
sewage project funding components of the Conservation and Prevention Division. 
Since the completion of the audit in the spring of 1997, the Ministry of the 
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Environment and Energy has been split into two entities: the Ministry of the 
Environment and the Ministry of Energy, Science and Technology. Waste 
reduction is now the responsibility of the former’s Environmental Planning 
Division. The Operations Division has assumed responsibility for environmental 
assessment. The Environmental Sciences and Standards Division will now 
develop criteria for approving provincial funding for water and sewage capital 
projects. 


Principal Issues 


The Auditor concluded that the Ministry needed to measure and report on the 
effectiveness of its waste reduction programs and work with municipalities to 
reduce the cost of recycling and processing recycled materials to more effectively 
meet its waste reduction goal. In terms of the environmental assessment process, 
the Ministry needed to establish indicators to measure and report on the process’ 
effectiveness and monitor compliance with approved projects’ terms and 
conditions. 


As he did in his 1994 annual report, the Auditor recommended that municipal 
reviews of water conservation and system organization measures and their 
implementation, where applicable, become a prerequisite for the approval of 
provincial funding for the future expansion of water and sewage projects. He also 
believed there was a need to verify information that had an impact on the 
eligibility and funding for these projects, and to monitor actual project 
expenditures. 


Audit Observations and Committee Findings 
Waste Reduction 


The Ministry announced two waste reduction goals in 1989. The first was a solid 
waste disposal reduction of at least 25% by 1992, the second a further reduction to 
50% by 2000. Both were to be achieved by using the 3Rs (reduce, reuse and 
recycle). Principal responsibility for developing and delivering programs to 
support these goals was given to the Waste Reduction Branch (now the Waste 
Management Policy Branch). 


Grants to municipalities and industry, such as those to support the Blue Box 
Program, were being phased out at the time of the audit. Audit staff expressed 
satisfaction with the procedures in place to ensure grant disbursement complied 
with the terms and conditions of agreements. 


Effectiveness 


Data on solid waste disposal up to 1994 was available at the time of the audit. It 
indicated that between 1990 and 1994, waste going to landfill and export declined 
by 9.1% and municipal garbage collection and disposal expenditures fell by 
20.6%. By 1994, over 500 municipalities representing approximately 94% of 
Ontario’s population had Blue Box programs. The Ministry indicated that its first 
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goal had been reached by 1992 and estimated that an additional reduction of 5% 
had been achieved since then. The latter amount represented about 30% of the 
1987 base year. Audit staff found the 30% figure was surpassed by a number of 
smaller communities which used some sort of user-pay principle. 


Audit staff noted that the Branch’s business plan, completed in May 1997, did not 
mention the 50% reduction goal for 2000. They also found that there had been no 
measure or report on the effectiveness of waste reduction programs since 1994. 


To be more effective in meeting the provincial waste reduction goal, the Auditor 
believed the Ministry should incorporate the goal in the Branch’s business plan, 
and measure and report on the effectiveness of its waste reduction programs. In 
their presentation to the Committee, Ministry staff stated their belief that they had 
made significant progress toward the 50% goal. The Branch would include it as a 
performance measure in its upcoming business plan. 


(The Ministry’s business plan for 1998/99 was released after the meeting with 
Committee members. It indicates that the Ministry is working toward the 50% 
reduction target, using the base year 1987. The Ministry’s 1998/99 commitment is 
a 35% overall reduction.*°) 


Members were provided with copies of a factsheet entitled Municipal 3Rs in 
Ontario - 1996. It was released in the fall of 1997 and was produced in 
partnership with the Ontario Association of Municipal Recycling Coordinators, 
Corporations Supporting Recycling (CSR)*’, and the Recycling Council of 
Ontario (RCO). According to the factsheet, between 1994 and 1996, municipal 
waste diversion tonnage increased by 16%, centralized composting tonnage went 
up by 41%, residential recycling rose by 12%, and municipally collected 
industrial, commercial and institutional recyclables increased by 20%. A factsheet 
on 1997 will be released in the fall of 1998. 


Recycling (Blue Box) Program” 

After five years of provincial assistance, municipal programs were expected to be 
self-sustaining or affordable. Capital and operating grants were being phased out 
at the time of the audit as most programs had been in place for five years. The 
audit of 1994 revenue and cost data found that fewer than 3% of municipalities 
had broken even. The data also indicated that self-sustainability was unrealistic 


without substantial cost reduction. 


1-3) Pewee he 
86 Ontario, Ministry of the Environment, Business Plan 1998-1999 (Toronto: Management Board 


Secretariat, June 1998), Internet site at hit :/www.gov.on.ca/MBS/english/ ress/ lans98/env.html. 
87 The CSR was formerly known as OMMRI (Ontario Multi-Material Recycling Incorporated): 


Corporations in Support of Recycling. It represents a large number of companies in the packaging, 
manufacturing and retail industries. 
88 According to 1994 data, municipa 
through the Blue Box Program. 





lities had collected 470,000 tonnes of marketable materials 
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As recommended by the Auditor, the Committee was told that the Ministry was 
working with municipalities to promote cost-efficient collection and processing 
procedures. These initiatives were expected to promote effective facility operation 
and increase material capture rates. The Ministry was also proposing to work with 
CSR to examine where efficiencies can be achieved in the waste reduction 
infrastructure. Other options to be reviewed included greater use of pilot 
demonstration projects and those contained in the report prepared by the RCO on 
Blue Box financing and received by the Minister in late April 1998. 


The audit was extended to include 1995 cost and revenue data from five larger 
municipalities. Looking at this data, the Program appeared to be costly. However, 
for most of these large municipalities, it could become cost effective when the 
$100 per tonne landfill disposal cost savings and revenues from recycled materials 
were included. (Audit staff were told that most municipalities did not take landfill 
and garbage disposal costs into consideration when expressing recycling cost 
concerns. ) 


With respect to these costs and benefits of recycling, the Auditor recommended 
that the Ministry work with municipalities to adopt the use of full costing for 
assessing the most cost-effective method for the disposal of waste. Ministry staff 
reported that they had worked with the Environment and Plastics Council on a 
full-cost accounting model that had been distributed to municipalities. Assistance 
would be provided to those municipalities wishing to use the model. 


On October 7, 1998, the Minister of the Environment announced “a plan to 
expand and improve the Blue Box Program.”®’ The new plan calls for a waste 
diversion organization made up of representatives from stakeholder groups that 
will work with municipalities on reducing the cost of recycling programs and on 
initiatives to increase waste diversion. 


Related industries (food, beverage and consumer product), newspapers and the 
Liquor Control Board of Ontario (LCBO) are expected to contribute to the 
operation and promotion costs of the Blue Box system. The LCBO is to make an 
initial contribution of $4 million. This is said to reflect the cost of collecting 
bottles through the Blue Box Program for 1998. (The RCO has estimated that the 
municipal Blue Box Program has a $46 million funding shortfall. That figure was 
arrived at through the RCO’s ‘Recycling Roles and Responsibilities’ initiative 
which began in the fall of 1996.”°) 


Compliance with Legislation 


Like other jurisdictions in the 1980s, Ontario considered legislative measures to 
curb the use of non-refillable bottles. The soft drink industry maintained that a 


8° Ontario, Ministry of the Environment, “Sterling proposes plan to expand and improve Blue Box 
program,” News Release, 7 October 1998. 

°° Memorandum from John Fleming, Deputy Minister of the Environment, “Questions from the 
Standing Committee on Public Accounts re Conservation and Prevention Division,” 2 November 
1998. 
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deposit system would be too expensive and offered the province $20 million 
toward the capital start-up costs for the Blue Box Program. The offer was 
accepted and in 1985 legislation requiring 40% of soft drink sales be in refillable 
bottles was passed. The quota would drop to 30% when prescribed targets were 
met. The industry committed itself to maintaining refillable bottles as an option. 


At the time of the audit, less than 2% of soft drinks were sold in refillable 
containers. Revenue for recycled plastic bottle material was approximately $66 
per tonne. (Recycling costs were up to $1,800 per tonne.) According to 
municipalities, the costs of disposing of non-refillable plastic bottles were being 
shifted from direct users to municipalities and taxpayers. In discussions with audit 
staff, the industry said that alternatives would result in a high-cost inefficient 
system. The Ministry had been reviewing the legislation since 1995, but at the - 
time of the audit, the review had not been completed. (The legislative review was 
still in progress as of November 2, 1998.”") 


It was the Auditor’s opinion that the Ministry should expedite its review of 
refillable container legislation and work with the industry to develop a practical 
solution to municipal concerns. Ministry staff acknowledged that this was “an 
extremely active file.” They were examining a range of options, some of which 
were found in the RCO’s report. After the hearings, the Committee requested 
more information about the options being considered. In its November 2, 1998, 
reply, the Ministry reported that some of the RCO’s options and others developed 
by the Ministry were included in a submission made to Cabinet earlier in the 
fall.” 


The Auditor’s recommendation had some resonance with the content of the 
Environmental Commissioner of Ontario’s Annual Report 1997. Echoing what 
was found in her first and second annual reports, the Commissioner made 
recommendations related to refillable soft drink container regulations, research on 
the benefits and costs of adapting new refillable container technologies in 
beverage industries, and a deposit-refund system for liquor containers.” 


Recommendation: 


17. The Ministry should expedite its review of refillable container legislation 
and introduce amendments to that legislation. 


Environmental Assessment 


The environmental assessment process was described as untimely, ineffective and 
costly. Audit staff examined the then last 30 submissions reviewed by Ministry 
staff and found the process took an average of 30 months from submission to 
approval. According to Ministry staff, Bill 76, an amendment to the 
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Environmental Assessment Act (EAA), effective January 1, 1997, responded to 
process concerns. (For example, it requires specific terms of reference be 
indicated by project proponents, for a clearer idea of what the real issues are. This 
is also referred to as ‘scoping’.) Environmental groups criticized the amendment. 
The Auditor reported that it was too early for an assessment of the amendment’s 
impact on the process. 


The audit found the Ministry had no indicators in place for measuring and 
reporting on the EAA’s objective of protection, conservation and prudent 
management of the environment. This led to concern that there was no consistent 
process in place to monitor compliance with the terms and conditions the process 
imposed on proposed projects. Both matters resulted in the recommendation that 
indicators be established “to measure and report on the effectiveness of the 
process ang monitor compliance with the terms and conditions of approved 
projects.” 


In its original written response, the Ministry said that it had created a Continuous 
Improvement Section within the Environmental Assessment Branch. This section 
would establish a performance measurement system. Reporting requirements were 
included in a project’s terms. Conditions of approval would be built into the 
performance system. 


Ministry staff enumerated the steps the Environment Assessment Branch had 
taken since January 1, 1997, to improve program effectiveness and efficiency. In 
1997/98, the average time required to review an environmental assessment had 
been reduced from 26 months to approximately 12 months. The Branch’s recently 
completed business plan for 1998-2000 identified specific strategies and 
deliverables addressing time and cost. The regulation setting out specific 
timeframes for decisions in the review process was expected to be in place by the 
fall of 1998. As of November 2, 1998, the regulation had been drafted and was in 
the process of receiving final approval.” 


Funding for Water and Sewage Projects”® 


Beginning on April 1, 1994, water and sewage projects were funded under the 
Municipal Assistance Program (MAP). Grants were based on a number of 
weighted factors. MAP had committed $400 million to assist municipalities with 
229 construction projects with total costs of over $800 million by March 31, 1997. 


Project Approval 


Proposed projects had to address one or more of a series of provincial priorities, 
including environment/health and water efficiency/system optimization. 


“ Office of the Provincial Auditor, 1997 Annual Report, p. 123. 

* Memorandum from John F leming, 2 November 1998. 

% In August 1997, the government announced its revised Who Does What package. Its 
components, subject to passage by the Legislature, included 100% municipal responsibility for 
sewer and water. 
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Applications were ranked and scored. A cutoff score was established, depending 
on funding availability. 


MAP introduced the promotion of water conservation, as well as regular 
maintenance and efficient use of existing facilities. The 1993/94 audit of its 
immediate predecessor found that the need for many projects could have been 
eliminated or deferred had water conservation measures been taken. At the time, 
Ministry officials indicated there was little incentive for implementing such 
measures since municipalities were eligible for larger grants for expansion than 
rehabilitation, even though some should have undertaken the latter type of project. 


New project applications under MAP were being evaluated at the time of the 
previous audit. Despite a 1994 recommendation, the Ministry’s response and a 
progress report forwarded to the Standing Committee on Public Accounts in 1995, 
the current audit found there continued to be no required review of water 
conservation and system optimization measures to be implemented before 
expansion projects were approved for provincial funding. 


The Auditor recommended that municipalities be required to review water 
conservation and system optimization measures and implement any applicable 
cost-effective measures before expansion projects are eligible for provincial 
funding. 


A review of MAP application files found many lacked supporting documentation. 
This was of particular concern in those cases where eligibility for an increased 
grant rate was possible if certain requirements were met. It led to the 
recommendation that the appropriate documentation is received to substantiate 
critical information on the application that may have a direct impact in 
determining eligibility and the amount of provincial funding for water and sewage 
projects. 


The Minister of the Environment and Energy announced the three-year, $200 
million Provincial Water Protection Fund in August 1997.7’ It was designed to 
help municipalities requiring financial assistance to upgrade water and sewage 
systems “in response to specific health and environmental problems.” The new 
fund is completely separate from MAP, which has been discontinued. 


To differentiate the Fund from MAP, the Committee heard that administrative 
changes have been made in the applications for funding and to the terms of 
reference for studies receiving money. Municipalities are required to examine 
various options, including water efficiency, system optimization, area joint — 
servicing arrangements, and private system upgrades. These options were said to 
help ensure that the most cost-effective solution was selected and to defer or 


eliminate capital expansion. 
ee ee eS ee 
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7 Mini i bers that approximately $80 million was left in the 
Ministry staff told Committee mem ‘ in 
24 eS Ministry of the Environment and Energy, Sterling establishes $200 million fund to 
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The study component requires applicants to commit to a report to the Ministry on 
the implementation of the results of optimization and efficiency studies. 
Municipalities are provided with documentation outlining program criteria and 
eligibility. Funding is now committed only when municipalities provide complete 
documentation, including an environmental study report in keeping with the EAA. 


Monitoring Grant Payments 

Funding advances were based on the previous quarterly expenditures claimed and 
forecasted expenditures for the current quarter. Projects were subject to a 10% 
holdback until a final audit on the completed project was conducted by a Ministry 
evaluation engineer. The audit staff's review of relevant work performed by the 
Management Audit Branch found grant payments were not monitored on a timely 
basis to ensure funds were spent on intended purposes. Many projects were also 
said to not file final claims upon completion. In some instances where final claims 
were filed, evaluation engineers often took months to determine expenditure 
eligibility. 


The Auditor’s concern about the timely recovery of grant overpayments resulted 
in his recommending that the Ministry better assess municipalities’ cash flow 
requirements and more closely monitor when the claims for actual expenditures 
are being submitted. He also said the Ministry should actively follow up long- 
outstanding advances and expeditiously determine the eligibility of claimed 
expenditures. 


Members were told that procedures for the flow of funds had been streamlined to 
ensure that they were made available commensurate with project needs. 
Municipalities are now required to provide cash flow projections in writing on a 
quarterly basis. 


TRANSFER PAYMENT ACCOUNTABILITY 


Ministry of Community and Social Services - Transfer Payment 
Agency Accountability and Governance 


The audit examined accountability and governance issues pertaining to 
community-based, mostly non-profit agencies which deliver services on behalf of 
the Ministry. (It was completed by early 1997.) Most of the approximately 3,100 
transfer payment agencies (TPAs) which work with the Ministry have volunteer 
boards of directors. In 1997/98, TPAs received about $2.1 billion in Ministry 
funding. They include child care centres, women’s shelters, hostels, group homes, 
associations for community living, First Nations groups, municipalities, children’s 
aid societies, and child and family invention programs. 


The Standing Committee on Public Accounts looked at TPA accountability and 
governance issues with respect to part of the Ministry’s Developmental Services 
Program in its Annual Report 1996-97. Concerns raised by the Provincial Auditor 
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in his 1996 Annual Report and found in other similar transfer payment audits are 
echoed on a broader scale in the audit discussed in this section. 


Principal Issues 


The audit found that the Ministry chose not to involve itself in the day to day 
operations of TPAs. The Ministry was said to characterize its approach as one of 
‘overall service system management’. A review of Ministry practices indicated 
that they were generally ineffective in ensuring TPA accountability for financial 
performance and service delivery. Most of the Ministry’s analysis and 
understanding of TPA operations was considered to be reactive rather than 
systematic. The results of these analyses and subsequent directions were often 
communicated informally and not documented. 


With respect to governance, the audit found that the Ministry had not 
communicated clear expectations for board roles and responsibilities or their 
accountability to the Ministry. The Auditor concluded that significant 
improvement to TPA accountability was needed and that effective governance 
should be encouraged through the adoption of principles identified in the report’s 
detailed audit observations. 


Audit Observations and Committee Findings 


Agency Accountability” 


Service Outcomes 


The Auditor considered measurable and meaningful service outcome expectations 
essential to the evaluation of service effectiveness and appropriateness, as well as 
the reasonableness of incurred costs. The audit found that service schedules, part 
of a TPA’s annual budget request and agreement with the Ministry, generally 
included only high level descriptions of service activities and basic statistical 
information. Measurable and meaningful service outcomes were not provided 
where they could be established. 


Audit staff were advised that an accountability framework approved in August 
1991 had not been implemented at the time of the audit. Implementation of a 
similar accountability initiative for all social services was planned over the next 
two years. The Auditor reported awareness of services for which it was not 
practical to establish measurable outcomes. In such instances though, he felt there 
was a need for agreements between parties as to what constitutes appropriate 
service levels or outputs and evaluation criteria. 


eel ee ae ee ae: 
2 during the au 
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Transfer Payment Accountability. The Committee was advised during the hearings that the ea 
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emphasis on benchmarks for ‘soft’ services. A copy of the new directive, as approved by 
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Ministry staff agreed with the Auditor that, where practical, they needed to set 
measurable performance targets and indicators, compare results to targets and 
monitor the cost of achieving results. Establishing and monitoring service 
outcomes, particularly those for human services, was considered a complex 
undertaking and would be addressed in stages. Initial performance measures for 
accountability had been established as part of the 1997/98 business plan. 


Members heard how existing performance measures were being refined and new 
ones being developed with respect to child welfare and young offenders. In terms 
of child welfare, discussion touched on such issues as the standard risk assessment 
model, enhanced training for child protection workers and an external review of 
the way the Ministry upholds its legal responsibilities to hold Children’s Aid 
Societies accountable. Reduced recidivism was the performance measure 
described with respect to young offenders. 


Agency Funding Requests and Approvals 


Most TPAs are required to submit standardized budget request packages by 
August 31 of the relevant fiscal year. Requests are reviewed prior to funding 
approval, but the audit of the review and approval process revealed concerns. 
Among its findings were across-the-board percentage changes to most base 
budgets without regard to prior years’ surpluses, deficits or changes in service 
demand. It also found that most budgets were not reviewed and approved until 
October or November. While acknowledging that the Ministry had recognized the 
need to relate funding requests and approvals to the value of services, the Auditor 
believed that the review and approval process would be improved if detailed 
analyses of total service costs per unit of service were required on a periodic basis. 


Ministry staff reported that they already critically assess requests for funding and 
ensure that amounts approved reflect the demand for and the value of services 
provided. This was done in the course of annual budget negotiations with each 
TPA. The Ministry recognized the need to increase its efforts to rationalize service 
costs. 


Much of the Ministry’s attention in the area of rationalizing service costs has been 
focused on residential care. A recently completed study looked at finding ways to 
quantify residential support and promote a more equitable distribution of 
resources. Developmental services stakeholders’ concerns about the study had led 
to a community-based advisory group review. It was to report back to the 
Ministry. Work has also begun on setting provincial benchmarks linking funding 
to appropriate levels of children’s services. 


When questioned about variations in funding levels for residential care, Ministry 
staff cited two principal reasons: the history of base funding and wide-ranging 
levels of individual support. Members were assured that ranges within 
benchmarks would recognize issues related to access such as travel time, travel 
costs and availability of services. 
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Annual Program Expenditure Reconciliations (APERs) 


APERs reconcile a program’s eligible expenditures with its approved budget to 
identify surpluses. Agencies are usually required to submit an APER for each 
program funded, along with an audited agency financial statement, no later than 
four months after the end of the fiscal year. According to the Auditor, an effective 
and timely APER process could help to compensate for some review and approval 
deficiencies. However, the audit found the process was neither timely nor 
effective. For example, some APERs had not been reviewed or approved for 
prolonged periods of time and funding surpluses were often not recovered. 


Ministry staff agreed with the Auditor that both the APERs and audited TPA 
financial statements should contain enough detailed and comparable information 
to allow for the detection of ineligible or inappropriate expenditures. Steps had 
been taken to inform TPAs about the Ministry’s financial policies. The APER 
form and instructions had been extensively revised this year. The package sent to 
TPAs contained all relevant policies and included extensive lists of eligible and 
ineligible expenditures. 


Other Accountability Requirements 

The audit of financial and service-related information in the Ministry’s files 
indicated it was inadequate to support an effective service management role on the 
part of the Ministry. The Auditor believed that the Ministry had to have a clear 
understanding of its role in the accountability process as a starting point for an 
effective accountability framework. It also had to identify the information it 
needed to make informed judgments. 


The Auditor recommended that the Ministry define its service management role 
and responsibilities in a way that allowed it to effectively establish and monitor 
service delivery. Ministry staff believed it was obligated to ensure that TPAs 
understand and agree to their roles and responsibilities. Reference was made to the 
service contracts that each has with the Ministry. These documents outline both 
parties’ obligations and include financial reporting on a quarterly basis. 


A comprehensive performance management system linking business planning, 
performance contracts and service management was being developed by the 
Ministry. A recently implemented service management information system, 
available in all area and local offices, will help to monitor the financial 
management process and TPA performance. 


Ministry staff were asked about the number of full-time equivalent positions 
monitoring TPAs during the hearings. In a written response, the Committee was 
told that as of July 15, 1998, there were 69 program supervisors and program 
review officers in the social assistance program and 194 program supervisors and 
licensing officers for other transfer payment programs. 
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Committee Comment on Accountability 


The Committee has a continuing interest in the issue of transfer payment 
accountability. That interest spans the broad range of transfer payment recipients 
who have entered into a partnership with the Ontario government. 


A little more than two years ago, the Committee forwarded the Provincial 
Auditor’s proposed amendments to the Audit Act to the Minister of Finance. 
Those amendments would provide the Auditor “with the discretionary authority to 
perform value for money audits of organizations ... which receive grants” from 
the province or an agency of the Crown.'?° 


In his September 1996 response to the Committee, the Minister noted that a 
number of initiatives were then underway which could result in significant 
restructuring of the province’s transfer payment arrangements. He thought that it 
might be more appropriate to “assess needed changes to the auditing of transfer 
payments following the restructuring.” ”! 


Since the receipt of the Minister’s reply, bills affecting the administration and 
delivery of public services in the province have been passed and brought into 
effect. The Committee also notes that the 1997 Ontario Budget proposed the 
‘Public Sector Accountability Act’, which has yet to be introduced. 


Two Private Members’ bills, both of which amended the Audit Act, were 
introduced in 1996, during the current parliament’s first session. One, Bill 74, the 
Audit Amendment Act, 1996, was reported by this committee and then ordered for 
third reading. The second, Bill 89, the Accountability Improvement Act, 1996, was 
referred to another committee of the Legislature. Neither had been reintroduced in 
the Legislature at the time of writing. 


Recommendation: 


19. Action should be taken to amend the Audit Act to improve transfer payment 
accountability to the Legislature and to taxpayers for value for money. 


Agency Governance 


Improvements in the Ministry’s accountability relationship with agencies were 
seen as increasing its reliance on boards of directors. Before this was warranted 
though, the Ministry would have to define and make known boards’ roles and 
responsibilities in the overall service system management process and their 
accountability to the Ministry. It would also have to provide guidance on 
operating policies and procedures. The audit found the necessary conditions had 
yet to be established. The report referred to provincial associations which had 
developed accreditation processes to assess such things as governance 
frameworks. It advised the Ministry to examine their adequacy and the way in 
which they were carried out. 


'° Office of the Provincial Auditor, 1997 Annual Report, p. 298. 
'°! Thid., p. 299. 
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Staff agreed that the Ministry must define the results that it seeks from TPA 
‘boards, that it should monitor and measure results, and that it should evaluate any 
TPA’s performance in light of its contract with the government. A ‘locus’ of 
responsibility for governance had been established within the Ministry, but it 
would take some time to piece a framework together. When asked about criteria 
requiring that boards be reflective of a broader community, the Members heard 
that the Ministry was struggling with trying to find a balance between 
representativeness and independence. In the case of Children’s Aid Societies, staff 
did allow that more stringent requirements respecting representativeness and the 
nature of a person’s expertise would be prescribed. 


Recommendation: 


20. The Committee supports each of the recommendations respecting T. PA 
accountability and governance made by the Provincial Auditor. It also notes the 
Ministry’s positive responses to those recommendations. 


GENERAL ISSUE 


Office of the Provincial Auditor - Year 2000: The Millennium Bug 


The provincial government's state of technical preparedness for the year 2000 was 
the subject of a special report tabled by the Provincial Auditor in June 1998. 
Shortly after the report was released, the Auditor provided Committee members 
with an overview. 


The Office of the Provincial Auditor issued a special report because it did not feel 
the issue could wait until the release of its annual report in the fall. The report’s 
overall conclusion was that the government needed to significantly increase the 
pace of its Year 2000 efforts. 


While he acknowledged that Management Board Secretariat was responsible for 
corporate planning and had a decision-making structure in place, the Auditor told 
Members that there was considerable variation in the situation in individual 
ministries. With respect to ‘mission-critical projects’, some were deemed on 
target, some needed acceleration and others were said to require Si gnificant . 
acceleration.!” The Auditor agreed with giving priority to mission critical projects 
but noted that only limited work had been done in assessing the extent of the 
problem with respect to thousands of other less critical systems. 


The report’s recommendations covered a range of issues. To begin, a call was 
made for the development and testing of realistic contingency plans, and to speed 


102 \Ajssion-critical projects were “defined as those ministry computer systems that are ara to 
a ministry’s operations or its ability to provide service to Ontarians. pagent Boar a 
Cabinet approved 63 such projects in December 1997. See Ontario, Office o : rovinci 
Auditor, Year 2000: The Millennium Bug (Toronto: The Office, June 1998), p. 2. 
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up compliance efforts. The report went on to ask ministries to ensure appropriate 
resources were assigned to the problem. Emphasis was placed on the need to 
ensure sufficient human resources through formal plans in each ministry and 
competitive compensation policies. 


Other recommendations included the need for detailed plans for each phase of 
mission-critical projects and a detailed test plan for each project, as well as the 
implementation of an independent quality assurance process. Attention should 
also be paid to what the Auditor referred to as phase 2, an inventory and 
assessment of all non-mission critical projects’ hardware and software 
components, and identification of embedded systems and data interfaces. 


Government Response 


Focussing on 63 mission critical projects had been the government’s initial 
priority. Progress on each project was being assessed on a monthly basis. As of 
December 31, 1997, 25 projects had been identified as needing significant 
acceleration in order to meet the December 31, 1998, conversion target date. That 
number had been reduced to 12 by March 31, 1998. 


The second phase of the Year 2000 initiative began in May 1998. The 
government’s focus has expanded to include business critical systems, the broader 
public sector and external relationships. It will also complete an inventory and 
assessment of all hardware and software components. 


In order to ensure that scarce resources were not diverted from Year 2000 
projects, the projects’ priority was being emphasized. Year 2000 was already a 
standing agenda item on senior management committees in several ministries and 
on the government’s senior management steering committees for information and 
information technology. Deputy ministers were responsible for balancing policy 
and legislative initiatives with Year 2000 priorities. 


The government concurred with the need for competitive staff compensation 
policies for the required expertise. Work was underway to ensure critical staff 
resources were in place, and external resources had been and were being acquired 
to address shortages. 


Risk management strategies had been recognized as a priority and contingency 
plans for key operating systems had been in place for some time. While some 
independent quality assurance was underway, the process continued to be 
enhanced. Detailed test plans had been developed for each mission critical project 
and were being continually refined and enhanced. Testing had begun as early as 
July 1997; most ministries intended to begin testing in 1998. 
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RECOMMENDATIONS 


Ministry of the Attorney General — Courts Administration 
Program 


1. The Ministry should systematically collect and analyze information on caseflow 
to better understand causes and trends. It should also measure the impact of 
initiatives such as the pilot projects on mediation. 


2. The Ministry, together with the Judiciary, should improve the performance and 
effectiveness measures which contribute to a modern, more accessible and more 
effective justice system. 


3. The Ministry should report to the Committee on the effectiveness of its new 
collection system, as and when requested by the Committee. 


Ministry of Education and Training — Ontario Student 
Assistance Program 


4. If the introduction of an ICLRP is not feasible in the near future, the Ministry 
should examine the best practices employed in other jurisdictions to reduce the 
risk and cost of defaulted student loans. 


5. The Ministry should work with postsecondary institutions to minimize defaults 
and the abuse of funds received. 


6. Postsecondary institutions should be required to provide mandatory formal 
entrance counselling to OSAP recipients so that they understand their debt 
obligations. 


7 The Committee believes that acting upon the Provincial Auditor's 
recommendations dealing with electronic information systems (e.g. databases) 
could do much to alleviate concerns about the administration of OSAP. It asks 
that the Ministry report within a year of the release of this report on the progress 
it has made in responding to those recommendations. 


8. The Ministry should determine the practices in PVSs that lead to higher student 
default rates and take action to correct them. It is asked to report to the 
Committee on its progress, as and when requested by the Committee. 


Ministry of Transportation — Commercial Vehicle Safety and 


Regulation 
9. After analyzing the major causes of accidents, the Ministry should develop a 
driver profile to identify what type, if any, of driver error was involved. 


10. The Ministry should improve the methodology employed in its bus inspection 
process and increase the number of bus inspections it performs. 
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RECOMMENDATIONS 


Ministry of the Attorney General — Courts Administration 
Program 


1. The Ministry should systematically collect and analyze information on caseflow 
to better understand causes and trends. It should also measure the impact of 
initiatives such as the pilot projects on mediation. 


2. The Ministry, together with the Judiciary, should improve the performance and 
effectiveness measures which contribute to a modern, more accessible and more 
effective justice system. 


3. The Ministry should report to the Committee on the effectiveness of its new 
collection system, as and when requested by the Committee. 


Ministry of Education and Training — Ontario Student 
Assistance Program 


4. If the introduction of an ICLRP is not feasible in the near future, the Ministry 
should examine the best practices employed in other jurisdictions to reduce the 
risk and cost of defaulted student loans. 


5. The Ministry should work with postsecondary institutions to minimize defaults 
and the abuse of funds received. 


6. Postsecondary institutions should be required to provide mandatory formal 
entrance counselling to OSAP recipients so that they understand their debt 
obligations. 


7. The Committee believes that acting upon the Provincial Auditor’s 
recommendations dealing with electronic information systems (e.g. databases) 
could do much to alleviate concerns about the administration of OSAP. It asks 
that the Ministry report within a year of the release of this report on the progress 
it has made in responding to those recommendations. 


8. The Ministry should determine the practices in PVSs that lead to higher student 
default rates and take action to correct them. It is asked to report to the 
Committee on its progress, as and when requested by the Committee. 


Ministry of Transportation - Commercial Vehicle Safety and 
Regulation 


9. After analyzing the major causes of accidents, the Ministry should develop a 
driver profile to identify what type, if any, of driver error was involved. 


10. The Ministry should improve the methodology employed in its bus inspection 
process and increase the number of bus inspections it performs. 
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11. The Ministry should conduct a review of staff reporting relationships to 
improve the current reporting structure to ensure it results in more effective and 
efficient management. 


Management Board Secretariat — Central Collection Services 


12. Management Board Secretariat should provide the Committee with a status 
report on its collection activities after the change from a 90 day to a 180 day 


standard for transferring overdue accounts to CCS, as and when requested by the 
Committee. 


Ministry of Health — Public Health Activity 


13. In light of the new funding arrangements in place since January 1, 1998, the 
Ministry should prepare an annual report to the Legislature on the Public Health 
Activity. That document should be based on reports to the Ministry from 
individual boards of health in which those bodies demonstrate their compliance 
with provincial public health standards and objectives. 


14. The Ministry should ensure that systems are developed to attain the vaccine 
coverage targets found in the Mandatory Health Programs and Services 
Guidelines and that appropriate corrective action is taken when necessary. 


15. The Ministry should initiate procedures to ensure vaccines are purchased only 
when and if necessary, and at a reasonable cost. 


16. The Ministry should determine if there is sufficient legal basis to support the 
mandatory screening of high-risk groups. 


Ministry of the Environment and Energy — Conservation and 
Prevention Division 


17. The Ministry should expedite its review of refillable container legislation and 
introduce amendments to that legislation. 


18. Action should be taken to amend the Audit Act to improve transfer payment 
accountability to the Legislature and to taxpayers for the purposes of value for 


money. 


Ministry of Community and Social Services — Transfer Payment 
Agency Accountability and Governance 

19. Action should be taken to amend the Audit Act to improve transfer payment 
accountability to the Legislature and to taxpayers for the purposes of value for 


money. | | 
20. The Committee supports each of the recommendations respecting TPA 


accountability and governance made by the Provincial Auditor. It also notes the 
Ministry’s positive responses 10 those recommendations. 
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APPENDIX A 


Standing Committee on Public Accounts 
Schedule of Public Hearings on the 
Provincial Auditor’s Annual Report and Other Issues 
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Standing Committee on Public Accounts 
Schedule of Public Hearings on the 
Provincial Auditor’s Annual Report and Other Issues 


1998 


Presenter and Issue* 


February 18, 1998 Ministry of the Attorney General - Courts Administration 
Program (3.01) 


February 19, 1998 Ministry of Education and Training - Ontario Student 


Assistance Program (3.06) 


Ministry of Health - Public Health Activity (3.10) 


March 11, 1998 







Ministry of Transportation - Commercial Vehicle Safety 
and Regulation (3.13) 


Ministry of Finance - Reporting of Contingency Funds in 
1996/97 Public Accounts 


March 12, 1998 


June 4, 1998 





June 11, 1998 Management Board Secretariat — Central Collection 
| Services 


June 18, 1998 Ministry of Environment and Energy - Conservation and 
Prevention Division (3.07) 


Provincial Auditor - Year 2000: The Millennium Bug 






June 18, 1998 


June 25, 1998 Ministry of Community and Social Services - Transfer 
Payment Agency Accountability and Governance (3.04) 


* The number in brackets represents the corresponding section of the Provincial Auditor’s 1997 Annual Report. 
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APPENDIX B 


Glossary of Acronyms 





Acronyms 








APER Annual Program Expenditure Reconciliation 
CCMTA Canadian Council of Motor Transport Administrators 


EAA Environmental Assessment Act 


Electronic Data Interchange 


FBA Family Benefits 


GSB Grievance Settlement Board 
LRP Income Contingent Loan Repayment Plan 


CCS Central Collection Services 


ae 
> 
OQ 
‘@) 
U 


oN tod Bo a 
mare: 
O| +} 


2/S|9 
—~l5106 
re 























APPENDIX C 


Provincial Penalties for Providing False Information 
on Student Assistance Forms 


r, Director, Student Support Branch, Postsecondary 
“Further Questions from the Standing Committee on 


Program,” 9 April 1998. 


Source: Memorandum from Helmut Zisse 
Division, Ministry of Education and Training, 
Public Accounts — Ontario Student Assistance 
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British Columbia 


if fraud is suspected, the case is referred to the RCMP for 


prosecution 


action is rarely taken by the RCMP and occasionally out of court 
settlements are negotiated 


eligibility for future student aid is denied 


eee ea ee 


Alberta 


Saskatchewan 


Manitoba 


Ontario 


if a false statement is made on an application, future aid is 
suspended and can be re-instated one year after the inappropriately 
received funding is repaid 


more serious cases are reviewed for court action 


charges in serious case are made under the Criminal Code or 
sections of provincial student assistance legislation 


about 30 to 35 cases per year are under active investigation 


if fraud is suspected, the case is referred to the RCMP for 
prosecution under the Criminal Code 


eligibility for future student aid is denied 


about 15 cases per year are forwarded for prosecution 


if it is determined that funding was received inappropriately, the 
amount of assistance provided in future years is reduced to recover 
the overpayment 

“blatant” cases of abuse are referred to the RCMP for prosecution 
under the Criminal Code and are denied student aid in the future 
less than 10 cases per year are forwarded to the RCMP, but legal 
proceedings are rarely initiated 


if a student receives OSAP assistance through the misrepresentation 

or non-disclosure of information, the possible consequences include: 
re-assessing the student's OSAP entitlements with the correct 
information 


requesting all previous OSAP awards to be repaid 


denying the student future eligibility to access funding through 


OSAP 
referring the student/situation to the appropriate law enforcement 


agency for possible prosecution under the Criminal Code of 
Canada 


in the 1997-98, 498 students were placed on the Ontario Restricted 
List for providing incorrect information on their OSAP application 


forms 






e the ministry is presently concentrating its efforts on identifying student 
assistance recipients who may be inappropriately receiving OSAP 
and social assistance at the same time; in the past year the ministry 
has provided information requested by the O.P.P. for about 25 cases 
that they are investigating for social assistance fraud 


Quebec e if a false statement is made on an application, future aid is 
suspended and can be re-instated two years after the inappropriately 
received funding is repaid 


e in addition, provincial legislation provides for a $250 to $1,500 penalty 
through the justice system; however, due to associated legal costs, 
cases are not pursued through the justice system 


New Brunswick e if a student inappropriately receives student aid as a result of making 
false statements, the amount of inappropriately received funding is 
deducted from any subsequent student loans 


e assistance in future years is not denied 


e rarely, if ever are cases referred to the RCMP for prosecution 





Nova Scotia e if astudent inappropriately receives student aid as a result of 
providing incorrect information, the amount of inappropriately 
received funding is deducted from any subsequent student loans 


e “serious” cases where students have provided fraudulent information 
(e.g., Claimed to be married but are single), are referred to the RCMP 
for prosecution under the Criminal Code 


e about 25 cases per year are referred for prosecution which result in 
legal proceedings initiated in about 5 cases per year 


e individuals are denied future student assistance only if a conviction is 





obtained 
Prince Edward e if a student inappropriately receives student aid as a result of making 
Island false statements, the amount of inappropriately received funding is 


deducted from any subsequent student loans 


e although provisions exist for prosecution through the justice system, 


no legal action has been taken against a student in recent years 


Newfoundland e information requested but not yet received as of April 9th 
ee eee 


Source: MET Survey conducted April 1998 


APPENDIX D 


Update on Ministry of Transportation Commercial Vehicle Safety 
and Regulation Initiatives - October 1998 


Source: Memorandum from Jill Hutcheon, Assistant Deputy Minister, Safety and Regulation 
Division, Ministry of Transportation, “Further Questions from the Standing Committee on Public 
Accounts Re Commercial Vehicle Safety and Regulation,” 30 October 1998. 
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Higher fines for unsafe 


Bill 55 went into effect in October 1996, increasing the 
operators 


fines for safety related offences under the Highway 
Traffic Act. Ontario now has the highest statutory fines 
for commercial vehicles in North America. 












































Carrier Safety Rating Ontario will commence implementation of Carrier Safety 


Rating in March 1999 with a two month “education and 
awareness” campaign. In May 1999, Ontario will issue 
‘unsatisfactory’ ratings to carriers operating within 
Ontario based on the carrier's Commercial Vehicle 
Operator’s Registration (CVOR), followed by conditional 
and satisfactory ratings between August and December 
31, 1999. 


In the fall of 1996, Bill 92 was passed giving the 
Registrar of Motor Vehicles greater powers to revoke 
the operating privileges of previously sanctioned 
carriers. The legislation also prevents the transfer of 
vehicles of sanctioned carriers to other entities to avoid 
the real effect of the sanction. The regulations to 
support these changes went into effect in the fall of 
1997. 


On November 28, 1997, other sections of Bill 92 were 
proclaimed that require all CVOR holders to notify the 
Ministry of fleet size changes and information on 
distance travelled in Ontario during the year. This 
information is necessary for the Ministry to fine tune its 
intervention and sanction process. 












Expanding powers to refuse to 
issue a CVOR 











Mandatory reporting of fleet 
sizes and distances travelled 





To date, approximately 18,000 commercial vehicle 
operators have provided the Ministry with their fleet size 
and distance travelled information. 


Since the passage of Bill 138 in July 1997, wheel 
separations have been an absolute liability offence, 
which means no excuses are accepted. Fines for wheel 
separations range from $2,000 to $50,000. Since the 
passage of the wheel separation offence on July 3, 
1997, there has been a downward trend in the year to 
year occurrences of wheel separations from commercial 
trucks in Ontario. From July 1997 to July 1998, there 
were 19 convictions based on the wheel off charge, with 
fines as high as $15,000. 


Enforcement officers conducting Commercial Vehicle 
Safety Alliance (CVSA) inspections have been 
authorized to remove the plates on vehicles where an 
inspection reveals an out-of-service defect and two or 
more other defects exist. Before the truck is allowed 
back on the road, the vehicle must undergo a safety 
inspection and be re-certified. 














Absolute liability offence for 
wheel separations 














Plate removal 


Enhancing carrier enforcement 


Training and certification of 
wheel installers 


Mandatory air brake training 


Axle weight moratorium 
Shipper accountability 


Automated monitoring of trucks 


New performance-based facility 
| audit program 


Commercial vehicle 
impoundment 


The Ministry has hired 80 more enforcement officers 
and deployed these officers at 10 strategically located 
truck inspection stations which are now operating 
around the clock to the extent possible. Some locations 
are currently closed for upgrades to the facility. 


Since September 1996, through the cooperative efforts 
of industry and government, more than 12,000 wheel 
installers have been trained to perform internal wheel 
inspections and reinstallation. 


As of November 1, 1996, all individuals who wish to 
adjust air brakes must be trained and certified to do so. 
To date, more than 10,000 air brake adjusters have 
been trained and certified. 


On July 22, 1996, the moratorium on axle weight 
enforcement was lifted, bringing gravel haulers back 
within axle weight controls. 


Shippers in all sectors of Ontario’s industry now share 
accountability for axle and gross weight overloads on 
trucks. 


AVION, an electronic monitoring system that rewards 
safe carriers with fewer inspection stops, went into 
operation in July 1996. The evaluation period for AVION 
is to end in the fall of 1998, at which time expansion of 
the program will be considered. 


The Ministry is participating in the National Audit 
Standard which sets forth criteria under which safety 
audits of carriers will be mandatory. 


Ontario will commence rollout of this initiative with 
(Carrier Safety Rating) with an education and 
awareness period in March and April. Audits will 
commence according to the new criteria in May 1999. 


On February 2, 1998, the commercial vehicle 
impoundment program took effect. Commercial vehicles 
with critical defects are impounded for 15 days. Second 
and third incidents over a two year period carry a 30 
and 60 day impound period, respectively. To date, 185 
vehicles have been impounded with the primary cause 
being inadequate brakes. 
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Page 62: 
Page 63: 


Page 67: 


ERRATA 


Standing Committee on Public Accounts’ 
1998 Annual Report 


Recommendation 19 should be Recommendation 18. 


Recommendation 20 should be Recommendation 19. 


Recommendation 18 under ‘Ministry of the Environment and 
Energy’ should be deleted. 


Recommendations 19 and 20 under ‘Ministry of Community and 


Social Services’ should be Recommendations 18 and 19. 
respectively. 


ERRATA 


Rapport annuel 1998 du Comité permanent des comptes publics 


Page 77: 


A la place de recommandation 19 il faut lire 


recommandation 18. 


Page 78 : A la place de recommandation 20 il faut lire 

recommandation 19. 

Recommandations : 

Page 2: La recommandation 18 dans la partie « Ministére de 
l'Environnement et de |’Energie » est a supprimer. 

Page 3: A la place de recommandation 19 et 20 dans la partie 


« Ministere des Services sociaux et communautaires » 1] 
faut lire recommandation 18 et 19 respectivement. 
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